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.the present coD;di tion of prices of agxicultnral products ~ to . the SENATE. 
Committee on Agricultuxe. 

Mo:NnAY, December 13, 1920. 4:1:00. By .l\Ir. ESCH: Petition of National Council of the Sons 
and Daughters of Liberty, Philadelphia, Pa., urging the passage 
of the Johnson immigration bill; to the Committee on Immigra- (Continuation ot legislative day of Saturday, December 11, 19.30.) 
tion and Naturalization. . 

4401. By Mr. FULLER of illinois: Petition ef the National 
Sheep and Wool Bureau of America, .favoring the passage of 
the French-Capper truth in fabrics bill ; to the Committee on 
Interstate .and Foreign Commerce. 

4402. AI o, petition of 1\Irs. Ira· Couch Wood, chairman Child 
Welfare Division, General Federation ef Women's Clubs, favor
ing the Sheppard-Towner bill; te the Committee on Interstate 
and Foreign Commerce. 
· 4403. Also, petition of the Chicago College Olnb, favoring 
protection for the national parks; to the Committee on the 
Public Lands. 

4404:. Also, petition of the National l\Iirror Works, of Rock
ford, ill., favodng 1-cent drop-letter postage; to the Committee 
on the Po t Office and Post Ro-ads. 

4405. Also, petition of C. F. Baum Co., af Chicago, Ill., favor
ing an amendment of sections 214 and 234 of the revenue act; 
to the Committee on Ways and 1\fea:ns. 

4406. AJso, petition of the National Live Stock Exchange, 
opposing a tax on sales and especially on sales of any aglieul
tural products; to the Committee on Ways and Means. 

4407. By Mr: G.A.I...LIV AN: Petition of Eliza P. Emery and 
John S. Aimes, of Bost()n, Mass., opposing the Falls River 

The Senate assembled at 12 o'clock meridian, on the expira-
tion of the reces . · 

Mr. SMOOT. 1\Ir. President, I ·suggest the absence of a 
quorum. 

'The VICE PRESIDENT. The Secretary will call the roll. 
_The reading clerk called the roll, and the following Senators 

answered to their names: 
Ashurst Frelin.ghoysen Lodge 
Ball Glass McCumbeT 
Borah Gron.nn. lUcKellar 
Brandegee Hartis McLean 
Calder Harrison Mc ... lary 
Capper He-flin Nelson 
Cha.mberln.in HenderRon New 
Colt Jones, Wash. Norris 
Culberson "Kellogg NugE'nt 
Curtis Kendrick · Overman 
Dial Kenyon Pa~e 
Dillingham Keyes Phipps 
Edge King Poindexter 
Fall Kirby Ransdell 
Fernald Knox Sheppard 
Fletcher La Follette Shields 
1France Lenroot Simmons 

Smith, Ga. 
Smith,lHd. 
Smith, S.c. 
Smoot 
Spencer 
Sterling 
Swanson 
Thomas 
Townsend 
Trammell 
Underwood 
Wadsworth 
Warren 
Watson 
Wolcott · 

The VICE PRESIDENT. Sixty-six Senators have answered 
to their names. There is a quorum present. 

Basin bill of Yellowstone Park; to the Committee vn Water lliPLO:liA.TIC RELATio-Ns WITH .KOREA. 

Powers. ro:r. Kl~OX. 1\Ir. President, I a k the indulgence of the Sen-
4408. Also, petition of Eope Eddy Co., Sutcliffe & Co. · (Inc.) • ate for a few moments only to call attention to a grave error 

Fred M. Blanchard, S. E. Hecht _& Co.; E. S. Parkhurst & Co. J iri relation to oux diplomatic history that I observed this ·morn
( Inc.), J. T. Meader Co. (Inc.)' all business men of .Boston, I ing in an editorial i'n the New York Eerald. The New York 
Mass., favoring a revision of the present income-tax laws; to the 1 Herald says: 
Committee on Wa:ys and Means. 

4409. By l\trr·. GO.ODYKOONTZ .. Papers to accompr"'y 'House I The withdrawal in li:l12 of the legation of the .United States from 
c~. ~ u.u Korea, after ·we had in 19{)2 a compact with the Korean Government, 

bill 14.915, gr.a:nting a pension .to William J. Vanhoose; ·to the was one of the most -serious mistakes in American diplomacy. 
Committee on Invalid Pensions: · There are SenatOrs here who, I am sure, will recall the fot-

4410. By ·Mr. IRELAND: Petitions of various citizens of lowing: T.he last minister to Korea was Mr. Edwm V. Morgan, 
Peoria, lll., protestmg against the establishment ·Of a Federal who was withdrawn Jn 1905. Since that time there has not been 
department of health; to the Committee on Interstate and For- .an American legation in Korea. Inueed, as early as 1906 Korea 
-eign Commerce. ' had yielded such control over her foreign affairs that A.me1·ican 

4111. By 111r. KIESS: Papers to accompany House bill 14562, consuls in Korea were accredited to Japan. 
granting a pension to Eunice R. Tripp; to the Committee on .AnotheJ:' outstanding ·fact is that in 19~0, which -was two 
Invalid Pensions. _ years prior to this serious blunder in American diplomacy in 

.4412. By 1\fr. MERRITT: Petition of Ben 1Uiller Council, No. withdra~ving a legation which did not exist, -Korea was an-
11, Junior Order United American Mechanics, Danbury, Conn., ·nexed to Japan by solemn treaty between the two Governments, 
favoring the restriction of immigration ·and ·also favoring the in whicb all of the so ereignty over Korea was ceded to Japan, 
·passage ef House bill 7, to create a department of education; , and since thut Ume .has been gove~ned as a part of the Japanese 
to .the Committee on Immigration and Na1:uralization. Empire. 

4413. By 1\Ir. l\IOON: Papers to accompany House bill 14929, I'ETITIOiS'S A.ND MEMORIALS. 

granting a.n. increase af pension to James W. Scott; to the Com- 1\Ir. 1\.IcLEA.N presented a petition of ·the Cvnnecticut State 
mittee en Invalid Pensions. League of Building and Loan Assoeiations, of New Haven, 

4414. By 1\Ir. O'CONJ\'ELL: Petition of Rigney & Co., <rf Conn., favoring the pmmotion of systematic thrift and owner
Brooklyn, N. Y., f~rroring an amendment to the revenue laws; ship of indiYidual homes, which was Teferred i:o the Committee 
to the Committee on Ways and .Means. on Finance. 

4415. AJso, petition of .National Council ·sons a:ncl: Daughters He also pre ented a memorial of the ::Radio Club of llru.:t-
of Liberty, Philadelphia, Pa., favoring the passage of the John- 'ford and Bridgeport, Conn., remonstrating against legislation 
·son hnm:igra:tion bill; to the 'Committee on Immigration an<l proposing to .regulate. amateur wireless, -etc., which 'vas referr-e(1 
Natura:Hzrrtion. to -the Committee on .Taval ..Affair~. 

4416. By 1\:I.r. HE1\"'RY T. RAINEY: Petition of Mrs. Estelle He also presented petitions of the .Board of Aldermen of 
Bolin and 30 other members of the Friday Club of Milton, IlL, l3ridgepurt ; the Lincoln School, ·of Bridgeport; :m<l the Council 
favoring the passage of the Sheppard-Towner bill; to the Com- Cartier, 290, of l'Union St. Jean Baptiste d'.Amerique, of 
mittee on Interstate and Foreign Commerce. Bridge-port, Oo.rin., prayjng for the enactment of legislation to 

4417. By l\1-r. SNYDER~ P.etition of the employees of .A. S. & ineTease the salaries of post-office employees, which wm·e ·e
T. Hunter, Utica, N. Y., favoring a five-montns' daylight sav- ferred to the Committee on Post Offices and Post Roads. 
·ings law; to the Committee on the Judiciary. He also ·presented memorials of tue Stamford Teachers' .A.sso-

4418. By Mr. STOLL~ Petition of the Tea and Topic Club of ciation and the Women's Club of Seymour, Conn., remonstrating 
Timmonsville S. C., fa'\'"oring the passage of the Shepprurd- against the enactment of legislation commercializing the na
Towner bill; 'to the Committee on Interstate and Foreign Com- tional parks, which were referred to the Committee on Com-
merce. merce. 

4419. By l\1r. TEMPLE: Petition of the Civic Club of Alle- He also presented a petition of the II:rrtford Theologica: 
gheny County, Pu.., in support of House bill 7, a bill to create Seminary, of Hartford, Conn., fnvol'ing a mandate for Ar
.a department of education; to the Committee on Education. menia, which was referred to the Committee on Foreign He-

4420. By Mr. TI~"KHA..1\I .: Petition of the Massachusetts State lations. · 
Federation of 'Vomen's Clubs, favoring the passage of the ' He also .presented a petition of the .Berkeley Divinity School, 
Rogers bill (H. R. 12749), the Sheppard-Towner bill (S. 3259 of Middletown, Conn., favoring the assistance by Congre s of 
and H. R. 10925), and the Sm.i.th-Tow.ner bill (H. :n.. 7 and S. the star,ring people of the Near East, which w:rs referred to the· 
1017) ; to the C()i:nmittee on Interstate and Foreign Commerce. Committee on Foreign Relations. 

4421. Also, petition of the l\fassachusetts State Federation ~f He also presented petitions of sundry Lithuanian dtizeus of 
Women's Clubs, f:woring an a:mendment to the water power bill Waterbury, New Haven, and Thompsonville, Conn., favoring 
that will protect the national pa1irs and monuments; to the tbe independence of Lithuania, which were referred to the 
Committee on ·water Powers. Committee on Foreign ~teJations. 
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He a1so .. presented ·memorials of the Canadian Athletic Chili; 
Council 'No. 47, l'Union .St. .Jean Baptiste d'Amerigue, and 
Council No. 114, l'Union -St. Jean Baptiste d'Amerique, of 
Putnam, Conn., remonstt•ating against the ~enactment of the 
·Smith-Towner bill, which were referred to the Committee on 
.Education and Labor. 

He alS'O presented petitions of sunury women citizens of 
IInrtfor<l, Conn., anu the Bridgeport Section, Council of Jewish 

.\Yomen, of Bridgeport, Conn., praying for the enactment of 
legislation for the protection of maternity and infancy, which 
were ordered to ·lie on the table. 

He also presented a memorial of Ben l\llller Council, Ameri
can Mechanics, of Danbury, Conn., -remonstrating against the 
immigration of uncle irable aliens, which was referred to the 
Committee on Immigration. 

AME~DMK~T TO RULES. 

l\Ir. CURTIS. .I ask unanimous consent to submit a t·eso
lution to .amend the rules, of which I .ga-ve notice on .the 8th 
instant, and l ask tl1at it be referred to the .Committee . on 
Rules. 

.There being no objection, the resolution ( S. Res. ,400) was 
referred to the Committee on .Rules, _as follows: 

Tbat clause 1 of Rule XXVI of the Standjng Rules of the ..Senate 
be amended so as to read as follows, to wit : 

1. All general appropriation bills shall be referred to ·the Committee 
on :Appropriations, and no amendments shall be- received' to .any gene~al 
appropriation bill the effect of whic:b will be to increase • an appropria
tion already contained in the bill, or to add a new item of appropriation, 
unless it be made to carry out the provisions of some existing law, -or 
treaty stipulation, or act, or resolution previously passed ~Y th.e ·Senate 

.during that ses ion; or u.nle.ss the same be moved by d11'eet10n -of .a 
standing or select commHtee of tbe Senate, or proposed in pursuance 
of an estimate of the head of so-me one of the departments. 

BILLS INTRODUCED. 

Bills were introduced, read the 'first time, and, by nnailimous 
consent, the .second time, . .and referred as follows : 

By Mr. CURTIS : 
A bill (S. 4614) granting a pension to Ida May Hollister; 
A bill (·S. 4615) granting a pension .to Sue C. Tozier {with, 

-.accompanying papers) ; ' 
A bill (S. 4616) granting a pension to Nancy P. Settle (with 

accompanying -papers) ; · I 
A bill tS . . 4617) gtanting. a pension .to Jennie Denning (wi~ 

·uccompapying papers) ; 
<A bill ( S . . _4618) granting -a pension to ·N. Angie Vermillion . 

('With accompanying papers) ; 
bill (S. 4619) granting an increas of pension to Andrew P! 

,Larson (with.accompanying .papers); 
A bill (S. 4620) _granting an increase of pension to IHenry s.! 

Corp (.with accompanying papers) ; 
A bill (S. 4621) granting a pension to Hester A. Record or, 

.Ricketts ·(-with .accompanying papers) ; . 
A bill (S. · 469-2) _granting. a -pension •to :James Mimfot·d (-with~ 

accompanying papers) ; 1 

A bill ("S. L4623) granting an increa e of pension to 'Nancy J. 
Lee (with accompanying .papers); . 

A bill ( S . . 4624) ._granting a pension to ·Mary .. Durham (with' 
•accompanying .papet's). ; . 

·A bill (S. 4625) ·granting a pension to William -.Shurman' 
Sharp (with accompanying p.ape~s) ; an'd 1 

~.A bill fS. 4626) ~granting ~.an increase of·pension -to Melville C. 
-1\lnllicoat (.with accompanying papers) ; ~ to the •Committee <111 
,Pensions. 

.By l\lr. "DILLINGHAM: 
A. bill (S. -4627) ·to limit -::he immigration of aliens ·into the 

United tates ; to the Oommitt~e on .Immigration. 
illy 'l\lr. BALL: 
A bill (S. 4628) granting an increase of pension to Cordelia 

Safford; to the Committee.o:l Pensions. 1 

By 1\Ir.-1\IOSES: .- · ' 
A bill (S. 4629) granting a.pension to Ut~sulia S. Dinsmore! 

(with accompanying papers); to the Committee on Pensions. 
.By Mr. &liTH of·l\Iaryland: 
A -bill ( S .• 4630.) to proi'ide for an examination and sUITey 

to be made of Baltimore Harbor, l\1<1., and the channels lending 
thereto ; to the Committee on Commerce. 

By l\lr. FRELINGHUYSEN: 
rA. bill (S . .4631) to-reimburse th.e borough of Barnegat City, 

-State Df New Jersey, for expenses incurred by it in the con
struction of jetties and in other work having for its object the 
protection of the lighthouse and adjacent property belonging 
to the :Government of the United ta:tes situate at Barnegat 
Inlet, in the ·State aforesaid; to the Committee on Claims. 

By l\Ir . . KNOX (for 1Ur. PENRO E) : 
A bill (.S. 4632) ... ranting an increase of pension to Kate E . 

..::roung; to the Committee on Pensions. 

A 'bill tS. 4633) for the relief of Annie McColgan (with ac
companying papers); to the C-ommittee Qn Claims. 

··By Mr. •SPENCER: 
A bill (S. 4634) granting an increase of pension to Thomas · 

-H. Wilke.rson; to the •Co-mroittee {)n Pensiops. 
WilliAli J. :BOYD AND OTHERS. 

. l\fr. LO.DGE submitted the following resolution ( S. Res. 399), 
which, with the accompanying paper, was referred· to the Com
mittee to Audit and Control the Contingent Expenses .of tll~ 
Senate.: 

Resolved, That the · .S~i'e-tary of the ·Senate be, · and be ;is hereby, 
authorized and directed to pay trom the contingent fund of the Senate 
to William J. Boyd, Joseph B. D. Boyd, ·uary Jane Saunders, and 

_Margaret A. Raum, brotheL's and sisters and next of kin of ·George H. 
Boy:d, late superintendent of .the 'document room of the ·Senate of the 
United -states, a sum e..qu.al to one year:s salary .at the rate be -was 

- receiving by law at 1lle time of his demise, said sum to be consjdered 
·.as including :fune-ral expen es and all other allowanees. 

LILLI:E · K. TITLOW. 

1\ir. LODGE submittecl the 'follo"'i.ng resolution (S. -Bes. 401) 
which was referred to the Committee to Audit and Control the 
Contin.gent·Expenses of the .Senate: 

_Jlesolt·ed, !rbat the Secre.tary of the Senate rbe, .and he ,bereby .is, 
·nuthorized and direded to pay frOJJ1 the miscellaneous items of tbe 
eontingent fond <Jf the Senate to Lillie -. Titlow, widow of · Snmuel 
C. Titlow, late a policeJllan in tbe CaJ}itol, -a sum equal 1o six !.lllonths' 
salary .at the rate }le ·was receiviii...~ by law at the ;time of his .deatll, 
said suu1 to be considered as includ~g funeral ('xnenses 11nd all otb~r 
allowauces. · 

~DAB. •FORE. 

' l\lr. LODGE-submitted t11e foUowing-resOlution (:S . • Res. 402), 
which was referred to· the--Committee ·to Audit and Control tbe 
Contingent Expenses -of the enate: 

. ·Resolved, That -the Secretary of the Senate be, and he .hereby is, 
.authorized and 'directed to pay •from the miscellaneous items of tire 
contingent fund of the 'enate to Zelda R. •Fore, widow of Ja~s L. 
Fore, late a policeman in the Capitol, under the :Sergeant .at Arms a 
sum equal to six months' salary at the rate he was rccciving by l~nv 

.at the time- ()f · his dli'nth, •said sum to be con~ide-red _as inclmling- . 
funer;tl e~penses : :=~nd .all otber allowances. 

:M.:MlY ~EAJ;,. 

JHr. LODGE ~ubmitted the following'l'esolution (S. _lles. 403"), 
.which ·was·referred to the Committee to Au'dit ftnd .:Control .tbe 
' Contingent ·Expenses of the ·Senate-: 

Reso.h;ed, 'rhat. tile -s-ecretary of the ·Sena.te l>e, a.nd be lh~teby .is, 
.:.authorJ.Zed ··.nnd c.1irected to p.ay from the · nnscellaneons items of t4e 
"'!Ontingeut funrl of the senate to !1\la.ry N~l, widow ·of ~'Neal 
.l.ate a laborer in cb.ar.ge .of Pl'iY.ate. pa~e .in the .Capitol, a .s,.tm .equai 
1"0 ~ix ·months' s.'l.la1.3 ·at •tbe · rate he was receiviqg by Jaw at the time 
.of his •death, said sum to •be considQred -as ' ·ncludini 'funerul ·eivenses 
~and all other .allowa.n<:e~S. 

C..UWLIN.Em. GASTON. 

Tl\Ir. LODGE submitted·the fOllowing resolution {S.'Res. -40-!), 
which 'yas :referred •to-· the ·committee·-to Audit ;and Control-the 
Contingent Exp~nses of the Senate: 

1Resolrxul, That the ~ ~etary of the Senate be, _and Jie ' bereby is, 
:;..uthorized and dire~ted to tpay 'from the •miscellaneous items of tbe 

rcontingent fum .of ·tbe~en.ate to Garolina B. ·oast<m,q,-..:idow of...Ala·nson 
:D . . Gaston, late a .m~~Qger in ,the .. C..npit.oJ, 1undttr .the .Serge;mt -!It 
.Arms, a · i!ttm -equnl to StX- JJHtntbS salary .at the .rate he was -:eceiving 
_by Ia.w_at _the tbne .of,his d~th, t sa.id om to be ,-<:onsidered s ·ineh1u-
_jng funeral e~pense.s and ;:tJl .otb(;>r atlo~'®C€$. 

_S"Ul!ED.INTE.NDI:/ 'T . OF , SJffi""I;TE DOCUMENT : ROOM. 

Mr. NEW submitted the followi:Q.g _ es_oiution (S. :Res. 405'), 
which wns referred to the Committ~:to 4Audit al.ld JJontr61 the 
Dontingent Expenses <Jf the .JSenate: 

Resolved, That the Secretary of the Senate be, . and .be js ber~by 
authorized and directed to appoint William · Gt~ant Lieuall~n eupenn~ 
tendent of the ~nate dGem:n~IIt room at the ,r&te provided tby- he ~e.gis
lative, exe~utive, and jndicial act approved . :r.lay :29, .19.2{1, -to be 1Paisl 
out of t)le c.ontiugent 'fund Qf the Senate until oth.erw.,U:e provided by 

_law. · 
FINAJ.~C'JNG. OF AGJUCUI.iTURAL OPERATIONS. 

'The ·Senate, as ·in Committee of th.e Whole, -resumed the coJI-
·icleration of the juil\t ·resolution (-S. -;r. Res. 212) directing .tb.e 

·\'Var Finance Corpomtion ·and the .Federal ''Reserve Board to 
, take certain action for ·the relief . of · the ·present depression .iu 
th.e agricultural-sections of the country . 

·Mr. ·EDGE. Mr. President, I was nece sadly absent during 
-seyera1 days of last week when the resolution to reviYe the 
"·ar Finance Corporation and som.e other suggestions in tlle 
interest of meeting the present -agricultural situation wer.e 
beforc ·tbe .Senate. I wish to say ·just a brief word on the pro
posed action, having•been very deeply intere ted in en(leavoriug 
io help solve ·pi·oblems thn.t are closely allied to the problem 
which· ! think we are now facing .in con_nection with the prices 
of food produets. 

·I think it is unnecessary for anyone to state that if any 
practical method can be devised tb..at ·will not ,gene-rally disrupt 
-economic conditions there could not -, poss1bly be a Member of 
this body who would not Cheerfully and ·quiCkly vote to help 
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any cia s of citizens. At the same time I think it is our duty 
to approach the problem from the standpoint of all classes of 
citizens. I am finding it very difficult, frankly, to bring myself 
to feel that revi>ing the War Finance Corporation would be the 
wisest course or would to any considerable extent solve the 
present difrkulty. I frankly admit that perhaps reestablishing 
the functions of the \Var Finance Corporation would be the 
lea t object~onable of many suggestions that I have read about 
as being po sible to help meet the situation. 

But after all i said and done we must, in my judgment, 
frankly face and realize this condition : It would be erecting 
simply a temporary structure. It would be artificial. It is 
for the admitted purpo e of keeping up prices for foodstuffs. 
We have gone through a period ever since the armistice of gen
eral complaint because of the high cost of living, and yet in 
this particular case we ''"ill be directly, as I understand the 
matter, providing governmental a:id, and that aid financially 
can only be secured in one way, by taxing the people or issuing 
bond , which is one and the same thing in the final analysis, 
using a governmental agency to deliberately keep up prices. 

I think we must realize that the only safe barometer of 
trade, the only enduring control of trade, is the natural law of 
supply and demand ; but when we artificially erect a structure 
to keep up prices to a parti~ular class because losses are im
pending-and they undoubtedly are-do we not simply put off 
the evil day and in the final analysis will not that and all other 
classes nece sarily be compelled to accept their inevitable 'losses 
with interest added? I think it is very much better, with the 
"orld all upset, as it necessarily must have been following the 
Great \Var and following the necessarily unusual measures 
which we adopted during that time, for us to recognize that all 
classes, whether they be the farmers, the small manufacturers, 
or the cotton growers, or whatever their vocation or activity 
may be, must accept the inevitable loss or deficit in this neces
sary readjustment. 

I had the pleasure of being in Chicago for a few hours last 
week at a conference of bankers, farmers, and range cattlemen, 
the conference consisting, I should say, of approximately 400 
people, representing every corner of the country, called for the 
purpose of organizing a corporation to try t6 solve this very 
difficulty by having those interested help themselves, rather 
than to have the Government suddenly erect; as I have said, an 
artificial structure for temporary expedience. The response waS' 
immediate; the farmers present, together with all the repre
sentatives of other activities, voted unanimously that this was 
a practical method to pursue, and in a very few moments the 
necessary amount for flotation purposes was underwritten by 
those assembled. The idea was, as Senators w·en know, under 
the amendment which we passed at the last ·session to the 
Federal reserve act, to provide for furnishing credit in order to 
assist our exports. 

It is said-and I think entirely correctly-that some of the 
wheat and cotton can be exported at fair prices if temporary 
help shall be given. The organization proposed to be formed in 
Chicago, without calling upon the Government to take part in 
financing any particular industry, is designed for that purpose. 
In my judgment I think the sentiment is universal to-day, gen
erally speaking, amongst the public that they would like to see 
the Government out of business. 

:Mr. BORAH. 1\fr. President--
The VICE PRESIDENT. Does the Senator from New Jersey 

yield to the Senator from Idaho? 
l\lr. EDGE. I yield. 
1\fr. BORAH. I wish the Senator from New Jersey would 

state a little more in detail what it was that this body of men 
in Chicago did in the way of contributing to underwriting the 
present situation. I did not catch the detaiLs. 

l\Ir. EDGE. I shall be very glad to do that. I passed over 
the matter hurriedly, because it is always my policy not to 
tre pass upon the time of the Senate any more than is neces
sary, and I thought, perhaps, that what really happened in 
Chicago was generally understood. The corporation which 
was in process of formation there is to be organized under the 
amen.c1ment to the Federal reserve · act providing for export 
financing. The underwriting, as I under tand, it simply cover
ing the amount of money which will be necessary to be assured 
in order to enable them actually to commence business, and 
uot for the entire $100,000,000 of capital that is provided for, or 
at least that it is the intention finally to provide. But from all 
the indications of the ·mrious groups represented-and, as I re
can, there were three distinct farmer groups represented there
all joined in recommending organization and realized that this 
''as the only permanent solution. " 'hen there is a surplus or 
exces of products and it is not against the interests of our own 
country thnt it be exported, then Great Britain or France <?r 

\:Vhatever country may want to import go to this corporation. 
If the man in France can not pay the cash, he usually has som~ 
securities-the securities are taken oYer by this corporation. 
Upon those securities the corporation issues bonds or deben
tures to the American public, to farmers' organizations, who 
are going to sell their wheat, and so forth. The result is that 
the transaction is financed in the same way in which we would 
finance a domestic proposition through our national banks, only 
on a larger scale for international trade. And the Government 
guarantees nothing. 

1\Ir. BORAH. Did this organization take any steps toward 
opening up some of the closed markets of the world in order 
that our products might get into them? 

l\1r. EDGE. 1\Ir. President, this organization, of course, nad 
only one general object, to attempt to furnish capital in order 
to gi"le credit to those purrhasers abroad who want to buy 
American goods. The question of diplomatic relations and the 
question of dealing with those countries with which I hope we 
soon will have intercourse are questions, of course, to be 
wrestled with alone by those men who are trusted with public 
responsibilities. 

1\Ir. BORAH. l\1y information has been-I do not know 
whether or not it had reference to the bankers who met ::t 
Chicago-that some of them ha•e been very active in keeping 
those markets closed. 

l\1r. EDGE. I can not answer as to that, l\Ir. President. 
However, the atmosphere of the meeting in Chicago, the senti
ment that was plainly evident in every corner of that chamber, 
and the determination and desire to help American Jlroclucers 
could not, in my judgment, have been mi taken by anyone who 
happened to ha\e had the opportunity to have been present. 
Its success will contribute greatly to the solution of some of 
the very problems we are facing. 

1\.Ir. SE\11\fONS. 1\Ir. President--
The VICE PRESIDENT. Does the Senator from New Jer

sey yield to the Senator from South Carolina? 
1\Ir. EDGE. Yes. . 
1\Ir. Sil\1l\10~S. Will the Senator inform the Senate when 

the hundred-million-dollar corporation, of which he speaks, was 
organized? 

1\Ir. EDGE. The corporation is just in the process of organ
ization. The meeting held in Chicago was for the purpose of 
interesting men engaged in and having to do with the export. 
trade so that the corporation could be organized. It has not 
as yet, however, been organized. 

Mr. Sil\11\lONS. Its organization has not been completed? 
Mr. EDGE. No; that was the first meeting, so far as I am 

informed. 
· ·1\Ir. CALDER. 1\Ir. President, will the Senator yield? 

l\Ir. EDGE. Yes. 
1\fr. CALDER. I wish to a k the Senator from New Jersey 

if the meeting held at Chicago took any action indicating their 
attitude toward the revival of the War :-'inance Corporation? 

1\lr. EDGE. Not while I was present. I left some time hP-
fore they conc~uded their deliberations; but there was no dis
cus ion of that question while I was in the chamber. 

l\Ir. CALDER. I should like to ask the Senator how long 
will it take before the corporation contemplated at the Chi
cago meeting can function if the organization is formed? 

1\fr. EDGE. The view was confidently expressed by men wJ10 
are "lery much interested in the corporation that, in view of 
the present necessities and in view of the apparently univer al 
desire to cooperate on the part of_ those uho really want to sell 
their goods, they will actually be ready to do busine s before 
the 1st day of February, 1921; and I think there is every indi
cation from their enthusiasm· and determination that they 
will do so. 

1\fr. Si\IITH of Georgia. Mr. President--
The VICE PRESIDENT. Does the Senator from New Jersey 

yield to · the Senator from Georgia? 
1\fr. EDGE. I yield. 
1\Ir. SMITH of Georgia. It is true, then, that the sentiment 

there was almost unanimous that something mm;t be done to 
aid in furni~hing credits to broaden our foreign markets for 
the sale of our goods? 

1\Ir. EDGE. Absolutely. 
1\fr. SMITH of Georgia. If the ·war Finance Corporation 

resumes its functions, we will add just that much more strength 
toward accomplishing the very object which that meeting 
desired? 

1\Ir. EDGE. l\Ir. President, that is quite correct; but, de
spite frequent interruptions-and I am entirely ready to 
answer, so far as I c~m-what I am endeavoring to do is to 
impress upon the Senate, so far as I can, the difference between 
a governmental agency and private business initiative and 



1920. COr GRESSIO:N .AI1 RECORD-SE~ ATE: 

enterprise. That is alL There is not any question in my mind 
tJ1a t the War Finance Corporation. would do some temporary 
good1 but I do not ·think the Go"~;ernment should be called upon 
at this time· to exercise that particulm: functton, and erect 
artificial agencie to keep up price . 

There is another point, and a yery important point, which, 
perhap , has .not been brought.out in this debate. If we keep 
prices up· through. some artificial agency of the character pro
po d, by issuing· bonds, for instance-and when we is ue· bonds 
the public ov somebody must absorb them-it means, of course, 
more or less financial interference. The same thing is true if 
we levy some other form of taxation. 'Ve can not spend· money 
without getting money; and when we try to make money; as has 
been well evidenced by the experience of the past, we usuan~ 
lose money. The only method by which we can get the money, 
of course; is through .the . issuing of bonds or by taking it from 
some Government appropriation which is based on a levy of 
taxes. 

The busine. s men of the country apparently are ready to 
:finnnce themselve . Tb.ey have been somewhat tardy, perhaps, 
in view of their opportunities, in forming the necessary finan
cial institutions to. carry on the work in a businesslike way, 
but they are now acting. I do not beliave the people- repre
sented in Chicago, I will say to. the Senator from Georgia, gen
erally speaking, think it necessary for the Government actually 
to finance or to ad-vance means in order to help relieve~ the 
pre ent situation. 

I started to make th-a point that if w~ put prices up of stocks 
in . torage in this sudden artificial way we are going to· be 
faced with just that much additional difficulty in trying to sell 
and export such goods. '' e read in the papers-and I asslime 
that it is true-that importations are coming in every. day, and 
that we must consider the question of embargoe . I do not 
doubt that there is something in that, but fo1-eign prices are 
usually under ours, and now, if we attempt to raise our prices 
tQ om: own people by using goJt'ernmental• means, at the same 
time ''e will' make itJ all the moPe difficult for the farmers 
themselves to find a market to which to export their goods 
because of our higher prices. 

Prices are going down all oYer t11e world as well as in 
America, and I think a large proportion of the people of this 
country are yery glad that they are going down. I do not 
think that it is incumbentJ upon the Senate or upon Congress 
or that it is the duty of Congress to erec-t a temporary struc
ture in this way in order to create a false market and to put 
ourselves to a greater or less extent in a position where we will 
not have the market long because of our price . 

Let us take our medicine· and get through with this condi
tion. We altered ruany policies during the war, and I think 
now we should get down to normal conditions and take our 
medicine and build on a great solid foundation rather than to 
rely upon go,ernmental interference and governmental help. 
There are plenty of things for us to do; there are many things 
which it is neces ary should be done in connection with taxa
tion and transportation. 'Ve can, for instance, deal 'tith the 
numerous profiteers bet\Yeen the coal mine and the retail 
dealer. All these things are proper governmental ·functions. 
Tpere are many activities in which we can help to cooperate 
and assist, but merely to revive semiwar institutions or to issue 
bonds or to get money in some way or other temporarily to 
put up prices, in my judgment, is based upon a false principle. 
We must realize and recognize that in order to bring about 
permanent relief we must get down to the common sense basis 
of supply and demand and not artijicial expedients. 

1\Ir. KELLOGG. Mr. Pre ident, before the Senator takes his 
, eat I wish to ask him to yield to me for a moment to ask a 
question. 

l\lr. EDGE. I urn tlu·ough, unless the Senator desires to ask 
a question. 

~1r. KELLOGG. I should like to make a little statement and 
a k tlw Senator's opinion upon it. 

l\Ir. EDGE. I will be very glad to listen to the Senator. 
l\lr. KELLOGG. Of cour e, the Senator realizes that the 

·war Finance Corporation has not any power to loan money to 
anybody to carry products. It has power simply to loan money 
to aid in foreign commerce and in selling products abroad. 

l\Ir. EDGE. Yes. 
l\Ir. KELLOGG. Now, I wish to inyite the Senator's atten

tion to a condition which I am told exists, of which I am re
minded by the question of the Senator from Idaho [1\fr. 
·B6RAH]. 

I am told that practically all purchases of food products or 
farm products in thi · country are made by foreign Govern• 
ments; that the citizens and dealers and corporations of for-

eign countries are not permitted to come here and buy products. 
The GoYernments appoint commissions, and those commissions 
are combining and forcing down the American market, andJ 
buying together as against a large number of scattered sellers 
au· over the country who have not organized and who are not 
coordinated. Now, I desire to ask the Senator if he thinks 
that if corporations like the one in Chicago are organized, or. 
the " 7at Finance Corporation could aid in any way in coor
dinating their selling agencies so as · to meet these foreign. 
combinations in this country? 

1\Ir. EDGE. I mn Yery glad the Senator made that sugges
tion. I think one of the main acti"\"ities and essential features 
of these so-called inteTnational corporations is to establish, in 
the various centers of Europe or South America or any country 
with which it ·is hoped we will 'deal, representatives of the cor-' 
porations who will be in thorough touch with th~ local situa
tion, which we can· not po sibly handle through our Department 
of State, or even through our Department of Commerce, with 
the small appropriation we ha.Ye· for foreign investigations. 
The idea of these corporations is to have men in all these cen~ 
ters who will be thoroughly familiar with trade conditions, so 
that we can have a real market, based on that type of in>esti.
gation, which will make po lble discovering just such condi-· 
tions as the Senator mentions. I think the· prospect of these 
corporations being generally formed· is very good. 

Mr. FREL'INGHUYSEN. l\Ix. Pre ident, may I ask the Sena
tor a que tion befor€ he takes his seat? 

1\fr. EDGE. I yield. 
l\Ir. FRELIN"GHUYSE~t Does my colleague understand that 

through the· 'Vnr Finance· Corporation the export of cotton and 
wheat to Germany is to be financed·? 

l\Ir. EDGE. I understand that the joint re~alution which the 
Senate is now considering does not limit the activities of the 
War Finance Ool'POration to any particular type of commodity. 

l\Ir. FllELINGHUYS~. Incidentally, it will furnish credit 
to Germany; will it not? 

1\I'r. EDGE. It will have the oppOI'tunity to do so. 
1\.Ir. FRELIKGHUYSEN. Yes. 
1\lr. EDGE. I see nothing, as far as I understand, to pre

vent it. 
1\I.r. FREL1.~.. ..._GI-IDYS"EN: It might be interesting to the Sen

ate to note an analy is which was made by a writer for one of 
the financial trade papers of New York. As part of a long 
statement, there is included this information: 

Before .tho war $12 out of 2~ of our European export balance was 
owed by Britain. Her share hns fallen in lil20 to le~ s than $9 The 
weakest book debts in Europe are now ours. Our exports to Germany 
are growing by leaps and bounds. With the mark at les than 2 cents 
why should a corpo~ation of the United States Government, formed to 
prosecute a war aga.rnst Ger,many, finance export to that country which 
increases by leaps and bounds? German faith aside, do ,..,.c propose to 
finance, through our export trade, a treaty which has not Yet assumed 
the form of a definite obligation for the repayment of money? 

l\Ir. EDGE. That is very pertinent? 
l\11'. l\JcLE.A......'i. l\lr. Pre ident, the question just propounded 

by the senior Senator from New Jersey [Mr. FRELIXGHUYSE:v] 
brings up a very important subjeet, and one t11at I do not be
lieve can be handled by a diseu sion of this joint resolution; but 
I hope it i one that is being seriously considered by the a<lmin
istration at the present time. 
· With regard to the pending measure, I mu t agree with the 

sentiments expressed by the junior Senator from New Jersey 
[1\Ir. EDGE]. I am rather surprised, however, that he should 
take the position that he does against the pending measure, be
cause, as I tmderstood from the remarks of Senators on the 
other side of the Chamber the other day, the first section of this 
joint resolution is one that would greatly cncourao-e the forma:. 
tion of these· finance corpor~Uons. My impression is that it will 
ai{l, rather than injure, the organization of these corporations. 
You will remember that the Senator from New Jersey urged his 
bill a year ago as an emergency measure, and· properly so. I 
think the bill passed on December 24, 1919; but, if my informa
tion is correct, the only corporation that has been formed up to 
date under that bill is one with a capital of $6,000,000. 1\lean
timc, this country in some. way has succ~ded in exporting to 
Europe o'"er $6,000,000,000 worth of goods. 

'Vltll some misgi\ings I am willing to support the first section 
of the joint resolution. I do .this because it is something that 
we have already done. It is a temporary matter. It is in the 
line of legislation that has already been written upon the statute 
books. It is fairly drawn. It <loes not undertake to deceive. 
anyone, and my hope is that it will do a littl~ good. "·e all 
know that what the farmers need to-day and what everybody 
needs who has goods to sell is a m-arket; and anything that we 
can do to help market tho e goous at a reasonable price-many 
times at a loss, no . doubt-we ought to do. But I rose for the 
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purpose of saying that while I can support section 1 of this 
joint resolution with some misgivings, I can not vote for it if 
section 2 remains in it, for that is clearly deceptive. · 

We have no right to direct an administrative officer of this 
Government to dD something which we h-now he can not do; and 
the very preamble of the joint resolution c~mmits Congress to 
the proposition that it can not be done. I read it : 

-n-hereas the banks of the country are llnable to extend credit to the 
farmer in order that the fal:.IIl products may be held until they can be 
sold in a fair and reasonable market. 

'Ye here declare that the banks can not do this, and yet we 
ortler the F ederal Re erve Board to do it, without providing for 
an additional dollar to the reserves. It is not fair to the Fed
eral Reserve Board. It is not creditable legislation. 

If section 2 is enacted, the press of the country will immedi
ately publish the fact that Congress has directed the members 
of the Federal Reserve Board to do all that is necessary to 
permit the banks of the country to extend liberal credits to the 
farmers at the lowest possible rate of interest. 

The first farmer that applies for a loan will be told by the 
banker that he does not care what Congress has done, he 
can not lend money that he has not got, and no law can compel 
him to do it. The farmer will be recommended to wait upon the 
Federal Reserve Board ; and then the representatives of the 
farmers will come to Washington, and they will want to know 
of the Federal Reserve Board why it is that the banks are 
not supplied with money whereby they can extend liberal ac
commodations to the farmers at the lowest possible rate of 
interest. The members of the Federal Reserve Board-I should 
if I were a member-will say to these men representing the 
farmers "If Congress was acting in good faith when it passed 
that la~, then you had better go to Congress . . We are in 
precisely the same situation that the member banks are. We 
have not got the money." The next thing they will do will be 
to come to Congress, and they will inquire of the authors of this 
joint resolution whether or not they were acting ·in good faith, 
nnd of course they were. The Senator from North Dakota 
[Mr. Gno~NA] never acts otherwise; neither does the Senator 
from Nebra ka [l\Ir. NoRRIS] .- The Senator from North Carolina 
[Mr. SIMMONS] says we have plenty of money; so does the 
Senator from South Carolina [l\Ir. SMITH]. They are all acting 
in good faith; and if we hav_e plenty of money, then why not 
produce it? The next step in the program will be to raise the 
money. 

Mr. Sil\.Il\IO~S. l\Ir. President, I think the Senato1.· _places 
somewhat of a misconstruction upon the meaning of the 
Jangnage which he read from the preamble of the joint resolu
tiou. Properly interpreted, I understand that to m~a~ that 
in the conditions which have been created by the restnctwn of 
bank credits under the policy of the Federal Reserve Board, 
the banks are not able to furnish the money to finance these 
exports; not that the banks have not ~be m~ney, but that 
the money is not available upon the secunty which the farmer 
is ab!e to give. . 

'l~be Senator will remember that some time during the middle 
of the summer, just before this disastrous slump in the South 
began, the Federal Reserve Board promulgated a rule of credit, 
and that rule of credit greatly restricted the credits which the 
banks had theretofore been giving, especially credits given to the 
farmer. One of its fundamental propositions was that the 
member banks would not be permitted to discount paper in the 
Federal reserve banks given for the purpose of enabling the 
withholding of crops from the market. By reason of tb~t order, 
when a member bank is asked to lend a farmer money for the 
purpose of enabling him to withhold his product temporarily 
from the market in order to make better marketing conditions 
and to saYe himself against the loss incident to selling his 
product for one-half the cost of production, the bank says to 
him: "\Ve can not lend you the money, although we may b,ave 
a superabundance of money, because in case of an emergency, 
to meet our own obligations, we can not take the paper which 
you offer us to the Federal reserve banks and have it dis
counted." By reason of that restriction, the banks, though 
they may haxe the money-those in· the South do not have it, 
but the Federal reserve banks in other sections have an abun
dance of money-though they may have ever so much money, 
they can not u e that money to make advances to member banks 
that have discounted farm paper. · 

That is what the language means. The banks are not able to 
furnish the credit, becau e they a.re not able to . discount the 
paper which they have taken for the advances they have been 
asked to make or haYe made. 

l\Ir. McLEAN. l\fr. President, if this preamble could be 
accompanied by the speech of the Senator from North Caro
lina, it might satisfy the farmers of his State; but it would not 

satisfy the farmers of "my State, because they, when they 
read a law, go by the language of the law, and I think we have 
to do that in this case in conjunction with the statement of the· 
governor of the Federal Reserve Board, who told the Com
mittee on Agriculture and . Forestry that the reserves of the 
Federal Reserve System would not permit--

l\Ir. SIMMONS. Does not the Senator think we can inter
pret the meaning of that language in the preamble with a view 
to conditions which actually exist, restricting credit and di -
abling banks from advancing money which may be neces o.ary 
for the purpose sought to be accomplished? 

Mr. -McLEAN. rrbe Senator from North Carolina knows 
that the members of the Federal Reserve Board have no 
authority over the conduct of the business of the member 
banks. 

Mr. SIMMONS. The Senator knows that, of course; but the 
Senator knows, on the other hand, that the Federal Reserve 
Board have a perfect right to prescribe to the Federal reserve 
banks the policy which they shall pursue. 

l\Ir. McLEAN. .And the governor of the Federal Reserve 
Board says that he has done that to the best of his ability 
for the purpose of conserving the reserves of the system to 
accommodate the legitimate commerce of the country. 

l\lr. SIMMONS. If he has done it to the best of his ability, 
he has done it in a way that has paralyzed the ability of the 
member banks in the agricultural sections of the country to 
accommodate the farmers in their effort to protect their 
products from a sacrifice. _ 

l\Ir. 1\1cLii;AN. If tl1at is true, then we must in some way 
direct the governor of the Federal Reserve Board, or the 
members of that board, to change their policy. This act does 
not d·o that. On the contrary, it says it is to be in accordance 
with the law as it is to-day, and they tell you that as they 
interpret that law they are doing all that can be done, that they 
have to have more funds. 

Mr. SIMMONS. Does the Senator contend that there is any
thing in the law as it exists to-day that requires the Federal 
Reserve Board to promulgate a policy of the kind I have in<li
cated? 

l\Ir. McLEAN. Certainly. 
Mr. SIMMONS. They can change that policy and still be 

within the law, and the suggestion intended to be conveyed in 
that language of the preamble is that it is the opinion of the 
Congress that the Federal Reserve Board ought to modify that 
policy in the interests of agriculture. 

Mr. McLEAN. Then you must put them in a position where 
they will be able to do it. 

Mr. KING. Will the Senator from Connecticut permit me, 
for information, to propound a question to the Sepator from 
North Carolina apropos of the statement he just made? If the 
Senator from North Carolina will answer it, I shall be very 
glad if the Senator from Connecticut will yield. 

Mr. McLEAN. I yield for that purpose. 
Mr. KING. Does the Senator from North Carolina think 

that it is the duty of the member banks of the Federal reserve, 
or State banks, or private banks, to loan millions and hundrE>ds 
of millions of dollars to farmers and stock raisers, in the f;~ce 
of falling markets, upon grain, and sheep, and cattle, and that 
the Federal Reserve Board should direct its members to make 
loans aggregating hundreds of millions, in order that the farmers 
may hold their grain and their other products in the face of the 
falling markets until, in the language of this joint resolution, 
they' are permitted to sell them in a fair and reasonable market? 

l\fr. Sll\1l\10NS. 1\lr. President, I do not understand that the 
bank of the country are unable to extend this credit to the 
farmers if they are permitted to do it in a safe way, and a safe 
way to them is under conditions where they can, in case of 
emergency, rediscount the paper which they take. 

If the Senator asks me the question whether, as a matter of 
public policy, the banks of the country should come to the relief 
of the farmers in this situation, I answer him, unequivocally. 
that as far as they are able with safety to themselves, as a 
matter of public welfare and public policy, they ought to extenJ 
to the farmers, in the conditions which we have now, all the 
credit that they possibly can safely extend to them. The Sen
ator would not contend, I imagine, that it is in the interes t of. 
the country that the great agricultural products of this country, 
made at the highest price at which any crop was ever made iu 
this country, shall be thrown upon the market and sold for one:>
half of the cost of production. Does not the Senator see that 
that policy and that course would mean the i!J.evitable ruin of 
the farming element of this country, which constitutes probably 
a little more than one-half of our population? 

Does not ihe Senator know that in the agricultural sections 
of this country every business interest, the banking interests. 
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the manufactudng -interests, the commercial interests, depend 
upon the prosp·erity of the farmer; and can he not see that if 
the farmer is compelled to sell his products at one-half the cost 
of production, at the same time it pltlls down the rarmer that 
it will drag down every other legitimate business in the section 
of the country in which agriculture predominates'? Does not 
the S(·nator, in the face of a situation of that sort, believe that 
a should be the policy of this Government, the policy · of the 
financial institutions of those sections and of the whole country, 
to help the farmer, and in helping the farmer help the business 
situation in this country against such a· disaster as would befall 
it inevitably in case the farmers are forced to sell their products 
for one-half what they cost to produce? 

Mr. 1\f.cLEAN. I am glad to know that the Senator from 
North Carolina is fast becoming a good protectionist. 

Mr. SIMMONS. I beg pardon ; I did not hear the Senator's 
remark. 

Mr. 1\f.cLEAN. I am glad to know that the Senator from 
North Carolina believes in protecting the producers of America 
against the ruin of foreign competition and provide a market 
for our home products. 

1\fr. Sil\fl\fONS. Mr. President, I am not advocating any 
such policy as the Senator indicates. I am advocating simply 
the policy of allowing the banks, not forcing the banks, but 
allowing the banks, as far as they are able, to help the farmer 
out in this sihmtion. The Senator says I am attempting to 
protect by that policy the home producer against the foreign 
competitor. I can not understand the question, if the Senator 
will pardon me. I can not see its application to the situation 
we are discussing. -

Mr. 1\fcLE.AN. If I was mistaken, I am sorry. I withdraw 
the suggestion. 
· Mr. KL~G. Will tL2 Senator yield to me for a moment? I 
apologize for trespassing. 

Mr. McLEAN. I did not intend to occupy 'more than three 
minute . I shall finish very soon now, I will say to the Senator 
from Utah. I 'vould like to confine the consideration of the 
joint resolution in the minds of the Senate to. section 2. 

1\fr. NORRIS. Mr. President, may I interrupt the Senator to 
say that I have been waiting for an opportunity to get the floor 
to offer, on behalf of the committee, a substitute for the second 
re olution, and if the Senator will permit I will offer it now, 
and he can discuss that substitute? 

Mr. McLEAN. I shall be glad to have the Senator send it 
to the desk and have it read. 

Mr. NORRIS. For the information of the Senate, on behalf 
of the Committee on Agriculture, I will say that at the proper 
time this substitute for resolution No. 2 will be offered. 

Mr. BORAH. Let it be read. , 
The VICE PRESIDENT. The Secretary will read. 
The Assistant Secretary read as follows: 
SEc. 2. That it is the opinion of the Congress that the Federal Re· 

serve Board should take such action as may be necessary to permit the 
member banks of the Fedeml Reserve System to grant liberal exten
sions of credit to the farmers of the country, upon the security of the 
agricultural products now held by them, by permitting the rediscount
ing of•such notes of extension at a fair and reasonable rate of interes~. 

Mr. McLEAN. As I understand the amendment, it with
draws the direction and merely expresses an opinion of Con
gress? • 

1\fr. NORRIS. That is correct. 
Mr. McLEAN. Well, Mr. President, it seems to me that 

when the Congress of the United States reduces itself to the 
practice of enacting legislation, preceded by long preambles 
and resulting in the expression of an opinion merely, we had 
better be engaged in some other business. I was not brought 
up to believe that that was the right way to legislate. It 
makes the situation worse instead of better, and it is a con
fession on the part of the authors of this bill that section 2 is 
ridiculous and woulU. result in serious inconvenience for its 
authors before they get through with it. The farmers of the 
country are entitled to be told the truth, and we must act in 
good faith, and when they come here and want to know why the 
Federal Reserve Board can not furnish what, in the opinion 
of Congress, is necessary; they will be told that we have not 
furnished the money; and we must-do it or stultify ourselves. 

Mr. THOMAS. Mr. President, does not the Senator think 
that in this instance the opinion of Congress is apt to be less 
dangerous than the mandate? 

1\fr. McLEAN. If we pursue this · course of legislation, it 
will be. 

Now, Mr. President, we may as well tell the whole story; it 
is very short. No banking system can be devised which will 
save and protect from loss the producers of a great country. like 
this on a rapidly falling market. \Ve have heard much from 
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the other side of-the Chamber about this new banking system; 
that it is the greatest constructive piece of legislation since the 
Constitution of the United States; and some of them wonder 
why we drag in the Constitution when that law is mentioned. 
Some of us opposed it on the ground that while the system is 
much better than the one which preceded it, it is not nearly 
as goo'd as it would have been if the gentlemen responsible for 
it had been willing to take good advice. 

I am not going to criticize the system. I want it to succeed. 
But I want to say that there was not an expert or recognized 
authority who appeared before the Committee on Banking and 
Currency who did not warn the committee that if this system 
was constituted of more than five banks it would lead to pre
cisely the situation which has presented itself here. 

Moreover, Mr. President, there was not an authority or an 
experienced banking man who appeared before that committee, 
if my recollection is correct, who did not tell us that one bank 
would be much stronger and more effective than more. Right 
here I want to call the attention of the Senate to a statement of 
the governor of the Federal Reserve Board bearing upon this 
subject. It was, in substance, that the committee must remem
ber that this is not a central banking system; that it is corn
posed of 12 banks, each independently managed, over which 
members of the Federal Reserve Board have only limited 
authority, and -we have a situation now which might well have 
been anticipated, where every one of those banks is trying its 
best to conserve its reserves against trouble. 

1\fr. GLASS. Mr. President--
The VICE PRESIDENT. Does the Senator from Connecti

cut yield to the Senator from Virginia? 
1\fr. McLEAN. I yield. 
Mr. GL.ASS. The Senator indicates that the proponents of 

tlie Federal Reserve Banking System were unwilling to take 
advice. That might better be determined if the Senator would 
indicate what advice was rejected. 

But right at this point I want to call his attention to the 
fact that the most strenuous objection urged from the other 
side of the Chamber to Federal reserve legislation was urged 
by the distinguished senior Senator from New York, Mr. Root, 
who contended that the bill as considered provided ample facili
ties for inflation, with no facility for contraction. Now, how
ever, when that very facility for contraction, which was pointed 
out, is exercised by the board, Senators on the other sMe of the 
Chamber, as well as Senators on this side, complain of the fact 
and want to break down that very instrumentality of safety. If 
the Senator will indicate what advice was rejected, I will un
dertake to show that it was bad advice. 

l\lr. McLEAN. The Senator i entirely correct in his state
ment that the very men who a year ago were appealing to Con
gress, sending resolutions to the Committee on Banking and 
Currency, inquiring why some way could not be devised to de
flate the currency and reduce prices, are no'"\v here expecting 
Congress and beseeching Congress to start the ball going in the 
other direction. 

Mr. GLASS. The Senate itself, as the Senator knows, passed 
a resolution of implied censure of the hoard, demanding to know 
why it did not put into operation the facilities at its command 
for a contraction of the currency and for a mobilization of credits 
for the crop-moving period. 

Mr. McLEAN. I wish to say to the Senator from Virginia that 
the very incidents which he has cited here ought to warn us 
against trying to compel the members of the Federal Reserve 
Board to do what a year ago we ourselves said they must not 
do--consent to any further inflation of the currency. 

Mr. SMOOT. Mr. President, I have here the last statement, 
issued on December 1, 1920, by the Treasury Department, showing 
the circulating medium of the United States for the different 
years-- · · 

Mr. McLEAN. If the Senator has a long statement, I would 
rather he would not interrupt me at this time. 

1\fr. SMOOT. It is not a long statement. I simply want to 
say that the circulating medium of our country on December 
1, 1920, was $8,281,659,486, a per capita for every man, woman, 
and child on that date 'of $59.41, whereas on December 1, 19'19, 
the per capita circulation was $55.61. So there has not been 
very much conh·action in the circulation of our currency. 

l\fr. SIMMONS. No one has suggested that there is any 
scarcity of money in this country. There is more money than 
there ever has been. There is more money than last year when 
everybody's pockets were bulging with money, because since then 
our excess of exports has been two or three billion dollars, and 
that has brought ·in additional money, and I know of no par
ticular way iri which money has gone out. There is an abun
dance of money; no one questions that at all in this country. 

, 
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But the difficulty here is that by reason of the policy pursu_ed 
by the Federal Reserve Board with reference to credits on farm 
products the banks in the agricultural section,s are not able to 
rediscount the paper which they took. ' 

Mr. SMOOT. I will not take the time of the 'Senator from 
Connecticut [Mr. McLEAN] to answer, but I thank the Senator 
f.or yielding. 

1\lr. GLASS. 1\Ir. President--
Mr. McLEAN. I yield to the Senator from Virginia. 
1\I.r. Sll\1J\IONS. I had not finished. Does the Senator from 

Connecticut desire to take me off the floor before I .have fin- · 
ished? 

1\Ir. 1\ICLEA.N. I beg the Senator's pardon ; l thought h~ had 
finished. 

1\Ir. SIMMONS. I beg the pardon of the Senator from Vir-
ginia. ' 

Mr. GLASS. I supposed the Senator from North Carolina had 
finished. · 

1\!r. Sil\11\IONS. The Senator says that we have heretofore 
indicated the -will of Congress that there should be -some defla
tion in the currency and that there should be some reduction in 
the high prices that existed during the war and for a long 
period after the war. Undouotedly that is true. No . one is 
objecting to a moderate policy of deflation; no one is object
ing to the banks Q.oing a thing that will tend to reduce prices 
and not utterly destroy values. 

The point that w-e make, the crux of our position, is that the 
Federal reserve banks, in endeavoring to put into operation a 
policy which in the main is correct, have ma.de it so drastic as 
it applies to a. particular class of interests in the country that 
if it is persisted in it means their ruin. There is a difference 
between the policy which gradually deflates, deflates all along 
the line, where there is a balanced fall in prices, and a policy 
which contracts prices ot deflates prices as to one particular 
element of the people unequally and is unhalanced .in its de
flation of prices as to the others, in the first place; and in the 

..;second place, they are inaugurating a policy of deflation which 
is so drastic as applied to a particular cla-ss tb,at it means 
de truction. 

Now, the Senator says that we have no il'ight to expr-ess even 
an opinion about this matter. We would not have a right in 
mY judgment to express an opinion to .the board that it 
ought to disregard the letter of the law; but there is a very 
marked <lifference between the rights of the Congress and the 
people to express an opinion with reference to a. policy pur.sued 
under the law and the matter of disregarding a law. All the 
people combined have not a right to direct an agenc-y or de
parlmen.t of the Government to violate or disregard the law. 
Their remedy, if that is necessary, is to umend or repeal the 
law through their legislative representatives. But when you 
ha\e a policy being pursued by _an agency or department of the 
Go\ernment with reference to a question in which the whole 
people of the 'Union· are interested, is it to be -said that the 
people have no right to express their opinion as to the wisdom 
of the policy and as to the effect of the J>Olicy? 

1\Ir. McLEAN. Kot at all. Will the Senator permit m~ 
Mr. BIMl\fO~ TS. But we do not contend and it is not con

tended here and it is not proposed here that the boaxd violate it 
in any way. 1t is simply proposed here, if the Senator from 
Connecticut will pardon meJ that we express our opinion as to 
the policy which the board has adopted with refex.ence to certain 
dra tic l'estrictions of credit. -

Mr. McLEAN. Certainly not. Will the Senator permit 
me-

1\lr. Sll\11\IOXS. We, us representatives of the people, have 
a right· to express an opinion upon that us to whether it is 
wise ox unwise, whether it is -sound or unsound. 

i\Ir. McLEAN. I have conceded all the Senator has _asked, 
and now I wish be would allow me to proceed. There· is no 
rea on why Congress should not express an opinion. What I 
say. is that when that opinion _is expressed, and it is followed 

. by a recommendation or direction to an admin.istrative officer 
of the Go\ernment, we are acting in bud faith unless we .vut 
that officer in a position where he can respond to the opinion 
of Congress. That is all I meant. · 

l\1r. GLASS. 1\Ir. President--
1\lr. McLE.A..l"'l'. If the Senator from Virginia will pardon me, 

I would like to reply to the Senator rrom North Carolina. . 
Only a few days ugo. the governor of the Federal Reserve 

Board appeared before the committee on this very subject. He 
is a very candid man, and in my opinion a very honest and able 
man. I believe he has done the best that he could do under the 
circum tances to save conditions and conserve the resources of 
the new bank'i.og ~~stern for the benefit of the legitimate com
merce of the country. That is my belief. In any event, that 

is his opinion, ;Stated to a congressional committee not a week 
ago, that it i.s impossible for him to do anything unle Con
gress puts it within his power to do it. Now, it is not only 
-ridiculous, but we ru:e acting in bad faith when we direct him 
to do what he told us a week ago can not be done unle s we 
furnish the money and amend the h'lw so that.it can be done. 

Mr. GLASS rose. 
Mr. McLEAN. I will finish in a \ery few minutes. Unle"s 

the Senator from Virginia wishes to a.sk me a. question, I would 
like to continue. 

1\fr. GLASS. I think, if the Senator will permit me, it 
might be useful to put in the RECORD right now the facts, in 
contradistinction to the theories that are being advanced here. 

Mr . . McLEAN. I would be very glad to have them. 
Mr. GLASS. The Senator from North Carolina [Mr. Snr

l!ONS} asserts the right of the Senate to express an opinion 
and I concur; but I contend that when we express an opinion it 
should be based upon facts and not upon imagination. 

ThiB talk -about the drastic curtailment of credit and the 
eontraction of credits and ·currency has no foundation in fact. 
Let us see what are the facts as opposed to the theories. 

The Richmond Federal reserve bank, the bank of the fifth 
district, situated in the tobacco-growing section of the country 
and responding to the demands of commerce and of agriculture 
and industry in the section of the Senator from North Carolina 
[J.1r. SrMMoNs], is so far extended in its credits as that it, as 
other banks in the agricultural regions, bud to avail itself of 
that provision jn the law which permits one Federal reserve 
bank to rediscount its paper with other Federal reserv-e banks. 
Whereas the Richmond bank had outstanding .redi counts to the 
extent of $99,000,000 on November 20 of last year, this year it 
has rediscounts amounting to $122,000,000. So there is no con
traction there. There is an expansion of cre<lit to the' extent of 
$23,000,000. 

Take the St. Louis Federal reserve bank, responding to the 
requirement of that other great tobacco-growing section of 
Kentucky, with a b1·anch at Louisville. There has been no con
traction of credits or of currency in the St. Louis district. On 
the 20th of November of last year its rediscounts amounted to 
somethiJ;lg like $64,000,000; on the 20th of November of this 
year .they amounted to $134,000~000, an exce of credits over 
lust year of $70,000,000. · 

Mr. POA.fERE:l\TE. 'Vhat ;r.ear? The Senator stated $134,-
000,000, but <lid not -state the year. 

1\Ir. GLASS. No\ember 20 of this jear. 
Take the Atlanta bank, situated in the cotton be:tt, and let 

us ee if there ha£ been any drastic curtailment of credits or 
cunency .there. The Atlanta bank ha.d loaned in November of 
last year $108,000,000 ; in November of this year 180,000,000, 
and incre~e of $12,000,000, or 80 per .cent, in the expansion of 
credit. 

Take the Federal :rese.n-e bank of Dallas, in the cotton belt. 
Last y.ear it was rediscounting $44,000,000. On the 20th of No
vember, this year, it "-as rediscounting $104,000,000, more than 
100 per cent of expan ion and not one dollru." of contraction. 

Take the Federal reserve bank at Chicago, in the great cat
tle and grain-growing ·egion of the country. Its redi counts 
last year were • 234,000,000, and its redi5counts on th 20th of 
November of this year were $455,000,000, an increase of $221.,-
000,000. . 

At Minneapolis, in the _grain-gro,vin,g and .flour section of the 
country, the redis.count .advanced ·from $54.,000,000 last year to 
$ll2,000,000 this year, an increase of over 1.00 per cent, or 
$58.000,000. 

And so on down the list. So, ·when you talk about a orastic 
cnrtailm.ent of credits-

Mr. POMERENE. 1\lr. Pre ident, I wish to a k the Senator 
if he can give the figure of the bank at Ka.nsn..s City; I think 
it will carry out the a.me idea. 

Mr. GLASS. That I intended to do. 
Mr. BORAH. Also of th~ bank at San Franciso. 
Mr. GLASS. Yes. The bank at Kansas City on November 

20 of last year had rediscounts amounting to $98,000,000 and 
on the 20th of November of this year it had rediscount amount

. ing to $146,000,000, an increase of $48,000,000. 
At San Francisco· the redi counts last year, on November 20, 

were ~3 000,000, and this year, on November 20, were $154,-
000,000. There has been no drastic curtailment of cre<lits or of 
C)lrrency there. 

If the Senator from Connecticut will yield me just a moment 
further, I will point to the fact that the deposits of the New 
York banks have been reduced in this period of control, not of 
contraction, . $1,400,000,000, which repre ents, o.s the Federal 
Reserve Board conjecture , the withdrawal ot deposits from
in.terior banks and the extension of not only that amount of 
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credit to the agricultural interests of the country, but a supple
mental amount aggregating over $3,000,000,000 . 

.Any sane man here or anywhere else is obliged to sympathize 
with the agricultural interests in the existing situation and to 
do anything that he may to relieve that situation; but I concur 
altogether with the Senator from Connecticut [Mr. McLEAN], 
the chairman of the Banking and C~rrency Committee of the 
Senate, when he says that we should be frank about this matter 
and not, to use a vulgarism, "pass the buck" to another body. 
If we want to do something for the farming interests, let us 
do it and let us not engage in this sort of pantomime. It re
minds me of an amusing performance of Col. Mulberry Sellers 
I witnessed at a theater when I was a boy, where the player 
of the title role lighted his tallow dip and stuck it in the stove 
in order that his visitors might see the glow of the flame and 
imagine that they were warm in an atmosphere of zero. - That 
is called psychology, and that is all we are proposing here when 
we imply this criticism of tl1e Federal Reserve Board and pre
tend thereby that we are doing something to aid the agricul
tural interests of the country. We are doing nothing of the 
kind. 

Now if I may, merely in a moment, say it while \ani on my 
feet-and it will save another appearance--! have no very 
grave objection to the revival of the War Finance Corporation. 
It may have, momentarily, a wholesome p ychological effect. It 
may saYe some interests, not alone the agricultural interests, 
from the rapacity of some money sharks, of which there are 
many; it may do some good. It was for that reason that, while 
Secretary of the Treasury, I protested against the discontinu
ance of its activities when the chairman, Mr. Meyer, wanted 
to take his hat from the peg and go home; but the effect will 
be merely p ychological; that is all. Not an .American farmer 
will be enabled to borrow a dollar which he may not now bor
row. 

The other section of the joint resolution is not based upon an 
intelligent comprehension of the real facts, and the Senate will 
do itself discredit to imply a criticism of the Federal Reserve 
Board, when it has only theory and opinion to present in oppo
sition to actual facts and the truth. 

Ur. McLEAN. Mr. President, I will say to the Senator from 
Virginia that section 2 of the joint resolution reminds me of 
the comment ·of a distinguished foreign ambassador upon taking 
his first drink of grape juice. He said, " It looks good, and it 
tastes good, but it does not accomplish anything." [Laughter.] 
I am ready to admit with the Senator from Virginia that the 
farmers are suffering losses ; their injury is great. The only 

-thing that I want to prevent is the addition of insult to that in
jury ; and that is what section 2 will do unless we provide the 
ways and means, and that is not easily done. 

We are in a similar situation to-day that we were in 1865. 
Congress then, by an almost unanimous vote, agreed to stand 
by Hugh l\IcCulloch, then Secretary of the Treasury, in his 
efforts to deflate the currency; but then, as now, the pressure 
came on, and after the panic in England and prices started down
ward here, the same influences came to Congress and said, 
"This will not do." So they started the printing presses to 
work, just as we can do now. We can make Federal reserve 
notes legal tender, and we can postpone the day of wrath a year 
or two, but when it comes it will be very severe, as it was in 
1873. 

I, wish to say to the Senator from South Carolina [Mr. 
SurTH] that the conditions are serious, and I am as willing as 
anyone to do anything that will result in actual assistance to 
the producers of the country, but I repeat that no banking 
system can be devised that will prevent loss on a rapidly falling 
market. 

The .American people have for several years enjoyed a sellers' 
market. For four or five years 95 per cent of the ~<\.merican people 
haYe had something to sell, either in brains or manual labor 
or goods or credit-! think 98 per cent of them have--and the 
going bas been good. 'Ve were advised two years ago-we ad
vised ourselves, and the advice was good-that the way out of 
this dilemma was to gradually reduce prices. I had the temerity 
to sns then that a sudden and rapid reduction of prices was 
the worst thing that could happen in this country. It increases 
our national deht, for one thing. '£he national debt was con
tracted on 11urchases of war supplies at war prices, and must 
he paid by goods measured in dollars. 'Vhen you cut the price 
of goods in two rou require just twice as many days of labor 
to produce a dollar's worth of goods as before. It is not a pleas
ing thing to contemplate, but of the 95,000,000 or 98,000,000 
people who had things to sell two years ago not one of them 
reduced by the fraction of a mill the price of the article in which 
he w~s interested. That was the trouble. 

A few months ago it occurred to the .American people that 
they were consumers as well as producers; but even then 
they were not willing to go the long and safe way home; they 
went urross lots, through the ditches, and over the fences and 
organized a consumers' strike, which swept the country like a 
contagion. Nobody would buy anything. 

Now, I should like to haye the Senator from North Carolina 
suggest a remedy that is practicable. The farmers, of course, 
get hurt first and last. A manufacturer can suspend his vpera~ 
tions for a season, but the farmer who suspends for a season 
usually suspends for good. If, however, we are going to help 
him, let us do something more than express an opinion or 
direct an administrative officer of the Government to do some
thing which be has told us in advance be can not do and which 
we know he can not do. From 1865 to 1873 the .American people 
tried to make gold out of paper, but they found they could not 
do it, and I do not believe it is worth while for us to repeat 
that experiment. 

1\lr. KING. 1\Ir. President, will the Senator permit an inquiry 
for information? 

1\Ir. l\1 cLEAN". Yes. 
l\Ir. KING. Assume that this joint resolution will pa -s in 

its present form and that the Federal Reserve Board shall 
attempt to carry out the spirit of the resolution and rediscount 
the paper which may be tendered by the 'llembe~· bauk:s, and 
suppose that the member banks are inclined to grant s1 ill 
further credits to the farmers and to the stock growers and to 
other persons, keeping in mind the fact that most of the banks 
now are belcw their legal gold resene--Felleral banks as well 
as State banks-! want to ask the Senator how if we should 
loan $1,000,000,000, $2,000,000,000, or - $3,000,000,000 wore 
through the State banks and Federal banks we would get the 
money for a proper reserve in th~ various banks? 'Vhere are
we going to get th~ gold? 

1\fr. McLEAN. Does the Senator ask me where 'are we g<Jing 
to get it? 

1\fr. KING. Yes. 
1\fr . .McLEAN. It can not be had. The Senator knows that 

as well as I do. 
Mr. KING. Exactly. . 
Mr. McLEAN. We could land right where Germany is if we 

follow that policy to its legitimate result; we could issue fiat 
money. -

1\Ir. KING. Then, how are we going to extend still further 
credits along the lines indicated by the joint resolution if our 
gold reserve now is depleted? 

1\Ir. McLEAN. We can not do it; that is the point I am 
trying to make. 

Mr. KING. That is exactly what I am trying to elicit from 
the Senator. 

Mr. McLEAN. It is a physical impossibility, unless Congress 
takes the money out of the pockets of the people in taxes and 
buys more gold, if it can be bought. I do not know that .it 
can be. 

Mr. KING. It would follow, then, as I apprehend the Sen
ator·'s position, that we would be compelled to resort to taxa
tion to raise more money in order to meet the credit which is to 
be extended? 

Mr. McLEAN. We could issue more bonds possibly and sell 
them and_ get money to buy more gold to replenish the reserves ; 
but that has got to be done. I say that Congress, if it intends 
to do anything but deceive the farmer, should do the necessary 
thing. 'Vhat the farmer needs is a market for his goods. He 
may think he wants extended credit, but my impression is that 
he needs a market. I think most of the farmers would be 
willing to sacrifice on their goods to-day if they could sell them 
at a price, but they can not get the market. That is a very 
serious thing for us to consider. 

I am willing to go as far as any other Member of this body 
in providing a market here or abroad for t"9-e products of this 
country; but, as I have said, that is a question that I ha\e not 
time to discuss and consider in relation to the pending measure. 
It is a very serious question ; it is to-day occupying the minds 
of tb.e bankers of this country and of everybody else who is 
interested in maintaining the political and industrial sanity of 
Europe. I repeat, it is a very important subject, but it all 
looks to providing a market for the farmers' goods. 

In 1914 Senators on the other side of the Chamber com
plained that the farmers of the South could not sell their cotton 
because there was not money enough, and there was something 
like $480,000,000 issued under the .Aldrich-Vreeland .Act; but 
that did not help. I had the temerity to suggest to the Sena
tor from Georgia [1\Ir. SMITH] at that time, as I think he will 
bear me out. that what the cotton growers needed was a market 
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for their cotton. They held a confe~rence ; they decided that 
what they needed was a market; and they organized a finance 
corporation of some sort in the South, with a cai>ital of 
100,000,000, to furnish credit to the growers of cotton; but I 

think the Senator will bear me out when I say they did not 
use $30,000 of that $100,000,000, because the market came along. 
Whether the farmer of the West want credit, want to go in 
debt still mare extensi"rely to hold their products, I do not know, 
but I do not thin'k they do. I think they would much prefer 
to be provided with some kind of a market for their goods; 
and I thinlr Congress ought to do e-r-e1·ything it can, not to 
enable them to hold their goods expecting to make a pro:fit 
that may be impo ~ ible, but to furnish some sort of a market. 

Ur. Sll\IJUONS. l\1r. President, just one word further. 
"'\Vith reference to the fall in I>rices to which the Senator 

alluded a litue while before he concluded his remarks, I think 
tt should. be borne in mind that the farming element of this 
country is about the only industry that in case of a sudden 
and disaso·ous slump in prices, such as took place in Septem
ber of this year, can not in any way protect itself without 
a sistance from the banks. The farmers have to take what
ever price mar be offered them. They are practically the only 
part of our people who have to do that, and they ha\e not been 
able to prevent any degree of depreciation in the maTket price 
of their products that the purchasers of those products saw fit 
to demand. These purchasers have absolutely fixed . the prices 
for the farmers. The farmers have been absolutely unable to 
protect then1sel\es against tilis rai>id decfine. On the other 
hand, practically ev-ery other industry in this cmmtry has in
herently possessed the pow~r of protecting itself to some e-xtent, 
and we ha\e witnessed in this country the vex:y anomalous 
spectacle of wholesale merchants tb.Toughout the country hold
ing their pro-ducts up to high prices after the I>rices of those 
products in other sections of the country had gone down. 

We have seen manufacturers in this country holding up the 
prices of their products against this pressure on the part of 
the credit situation, and they are doing it to·day. They hn.\e 
suffered a loss to some exten.t, their prices have been reduced 
to some extent, but they have been able to protect themselves 
against a disastrous and a ruinous depreciation. So tbat the 
situation of the farmers is clearly different in that Tespect 
from the other industries of the cormi'Ty. 
. Now, I want to dir~t my attention to the statistics given by 

the Senator from Virginia [Mr. GL ss]. 
The statistics which the Senator from Virginia read were 

from November of last year, 1919, to 1\oTember o-f this yeaT, 
1920. lf the Senator na.d been ~ble to segr~<>1U:e the credlts 
that have been granted by these banks from the middle of Sep
tember up to the -1st day ~f November his statistics would lla.ve 
been pertinent and illuminating, but he does not do that. He 
gives us the credits of the batrks extending from .Noven1be1 of 
last year to No-vember of this year. 

Mr. President, the order of the board of which we complain, 
the order which we say brought about this contraction in credits 
Which has been so ruinous to the :farmer, was made, if I t·e
member cru'l".ectly, in the middle of "Septembei:, jnst about si~ 
weeks before the termination ·of the period ·:!o:r which the 
Senator gave statistics a minute ago. Up to that time a dif
ferent policy hatl been p'tlrsued by fhe Federal reseiTe banks 
and the member banks, with the consent and acquiescence of ~he 
Fede-ral Reserve Board. Up to 'September of last year credits 
were granted liberally-not only liberally, but generonsly-to 
every industry and for e\ery purpose. Speculation was rife 
throughout the .country, and especiaUy in the Sonth-spectrla
tion in lands, speculation in stocks, speculation in automouil.es
an<l there ~as rno difficulty in borrowers going to the banks and 
getting all the money that the wanted for 10! months of the 
period to which the Senator refers. 

Again, :Mr. President, up to that time the farmers of the 
South and of ihe West had no difficulty in gt:tting all the monejl 
they wanted. They planted larger crops because af the sup
posed world demand far their pl.·oducts. They cultivated tho e 
crO])s at a cost a third, probably more than a third, higher 
than the co t of the crop of the preceding year. The banks in 
that section were liberal in e:rten<fing to them 11 the cr dits 
that they needetl for the purpose of making this great crop t 
these high prices. It wa chlring that pe:riod1 when the co t of 
the farmer's ope'rations was so high, when credit was o liber
ally e::rten<l-ed for ev-ery oth r activity in which o.ur people were 
.,ngnged, that this large extension oi: credit was gi·anted to the 
farmer. 

But just as that crop was finished, just as that crop was 
'l'eady for market in September came this order of the board 
r tricting loans made to farmers for the purpo e of holding 
their crops or for the purpose of financing their crops, and 

dnrtng tha.t period the trouble was made. During that period 
I undertake to say that the credits extended were nothing like 
commensnrate with the credits extended during n like period 
of the preceding year. , 

In confirmation of my statement here, and the statement of 
my colleagues from South Carolina and Georgia and Alabama, 
that the farm products of the South are to-day selling for le s 
than one-half of the cost of production, I ask any Senator 
from the South who lives in an agricultural part of it, who is 
in close touch with the agricultural interests of that section, if 
that statement is not correct? 

I again propound an inquiry to them with reference to the 
extension of credits. I want to ask that group of Senators who 
rei>resent the agricultural interests of this country whether in 
the South or in the "'est the statement I have made is not 
correct, that beginning some time in September, about the time 
we began to market our crops of grain a:nd cotton and tobacco, 
there was suddenly a restriction upon credits-not a moderate 
restriction, not a restriction calculated to bring down prices 
upon a gra.dnal, siiding scale, prices of agriculture, prices of 
manufacture, prices of mines, and prices of forests-but imme
diately following that order there was a sudden c ation of this 
liberal credit that the banks had been extending all during the 
period when those crops were being made and being harvested? 

1\lr. GLASS. Mr. President--
Mr. SIID10NS. I ask that question of any Senator from the 

agricultura-l part of the country who disputes that a a fact, 
because the Senator from Vkginia has said we are not talking 
about facts he:re; he says we are talking upQn a phantom basi ; 
and yet the facts upon which I rely are twofold: Fir t, that 
the farming products of this country have slumped one-half, 
while the other products of this country p1·obably ha-ve not 
slumped more than 25 I>er cent; secondly, that the contraction 
of credits of which we complain, especially as they apply to 
the farmer, began about the middle of September of the present 
year. 

Mr. POMERENE. 1\lr. President--
Mr. GLASS. 1\11·. President, if the Senato-r will permit me, 

l have the figures for the very period that the Senator from 
North Carolina indicates, and they do not show anything of the 
kind. 

1\.fr. Sll'Il\IONS. Then they re-present loans made to others 
than fal'IIl.ers . 

1\Ir. GLASS. As a matter of fact, the e:x:temions in Septem
ber are rather larger and show a greater difference than the 
extensions in November. I should be obliged to the Senator 
from :Korth Carolina if he -would define for us the arder which . 
he ass has been i sued by the Federal Reserve Board to curtail 
agricultural credits. There has been no such order. 

Mr. SIMMONS. If I nsed the word "order," r probably 
w-as mistaken in the use of language. I meant the J>Olicy pro
mulgmed. 

1\f'r. GLASS. The I>Olicy promtrlgated by the Federal Reserve 
Board not a policy of re. tricting credits upon fa:rm prod
ucts. It 'Was di-stinctly the contrary. It was an avow d policy 
of the curtailment of credits for nonessential things. 
Mr~ SIMMONS. That as a part o-f it. 
Mr. GLASS. And nobody \rtll say that the wheat ~·own by 

the farmer .or the cattle fed or the cotton raised are nones en
tial things. 

Jr. SIMMONS. .1\fay I ask the Senator if the Federal re
s rYe bnnks were not advi ed a:ga.in t ma1..1ng loans bas cl 
upon ad-vances made to en ble f:rrmers to hold their crop from 
the market for a better price and better ma.rketing conditions? 

1\lr. GLASS. To "bold" their crops! Nmv we are gettinoo 
at the kernel of the whole proposition. The Senator ·ould 
ha~ve the Federal reserYe banking system-which had its \ery 
inception in the idea of accammodating commerce, a ystem 
intended to be responsi-ve to the commercial r quil!€ments of 
the country-transformed into a speculative nnd investment 
b:rnking system, not a. system designed to aid in the pUTcha. e 
of goods and in the moving of goods, i>ut a y tern designed to 
store goods, to keep them off the mat·ket. 

If that is what Con~re s wants to do, if it want to wreck 
the Federal res ·ve banking ~stern and tran form it from a 
reserre system into a system for bwestors and for speculators 
i1l commodities, it shonld hav-e the conrage to do that act of 
nnmsdom in the open ; but ff it want to maintain the exi t
ing sy tern as a. reserve s tem, lways responsi\e to the com
mercial requirements of the country, why that it should do . 

1\Ir. President, as I hav-e pointed out, and as no Senator may 
gainsay, there has been no cm-tailment of credits. There has 
been a.n alarming expansion of credit . . As I aid a while ago, 
the chief assault upon Federal reserve bankiBg legislation, 
\vhen pending here, was the impressive contention o:f the 
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senior Senator from New York [Mr. Root] that it provided the cotton crop~ ginning the crop,, and marketing: the crop, and 
amwle. fambities for inflatio and a:ffol!ded no method Q:f con... when the cotton begins to come in, in the fall, the farmer shipa 
traction. The answer- made tQ that contention, not here, but the cotton to these factors, and the factors put their paper witb 
elsewhere, ~ as that the proposed legislation did furnish arop_le the banks; and for the last eight years, under tlle rulings of 
facilities for contraction; and among the facilities at that time the Fetler I Reserve Board, they have put their :paper in the 
cited was this very preeautionary policy of the Federal Reserve banks, secured by this cotton, as the Yery terms o.f the act pro 
Board. Now, when this facility is put into operation f01L the vided, in my judgment 
first tdme-and, if yOU' please,_ l\Ir. President, put into operation Within the last S or 10 months those factors haYe been noti
at the s11ggestion of the United States Senate, which passed a fied that they can no longer get credit, and they haye- denied 
resolution lru t May, CUll't in its tenor,. directing the Federal Re--. that class of our people credit in the Federal reserve bank af 
s~rve Beard ta inform the Sen te what it pToposed tcr do to put which Memphis is a part, the St. Louis Federal Reserve Bank. 
a stop to thi: ertracvagance and tllis saturnalia of credit-it is That situation I know exists, and I wanted to call the Senator's 
sought heTe to subverl the original plll'J!lO e of' the law and we attention to it while he was on his feet. 
are asked to criticize th~ board fol' doing what the Senate 1\Ir. GLASS. l\Ir. President, of course I shoutd ha\e to 
it~lf called! up(m the boar€! to do. familimrize myself with the facts in a case of that sort~ But I 

We ought to expunge tbJs second sectiop. It does no cJjedit adhere to the declaration that anybody engaged in a current 
to the Senate. Perhaps it was not designed to inculcate a spirit co:mme1rcial transaction, in the purehase and movement of 
of bitterness and of hostility on th-e part of the great. agricul- goods, may get credit so far as the Federal reserre banks are 
tural interests of this country towar a banking and currency concerned. 
system, which literally saved those intell'ests, as well as every 1\Ir. RANSDELL~ l\.fr. President--
other interest in this country, during the war and in this Mr. GLASS. Just a moment. It frequently ha:ppen that 
period of readjustment; but that precisely is what it would do, member banks' of the system-and instances ha"V-e come to,. my 
and the Senate ought not to be willing to array in hostility notice where nonmember banks have undertaken to shift re
against this system the great farming interests of the country sponsibility to the Federal reserve banks for their own refusul! 
upon the g.roundless supposition that they have been denied to grant credit~ Down in Virginia six weeks ago. a bank which 
credits when tney have not been denied credits. The facts was not a member of the Federal Reser~e System and had nQ 
show that they ha\e been extended an enormous amount of right to accommodation at the Federal rese:rve bunk, was deny
credit. ing credit to persons in its community upon the ground that 

'1heTe was a time when we had a ystem under hich neither the Federal reser"\"e bank would not rediscount its paper, when 
credit nor currency might be obtained in sucll an exigen-cy us it had no right to ask for the rediscount of its paper. A more 
that which now confronts the counby; but haWfi}" that day intimate inquiry dis.closed the fact that that 'e-.ry bank-and not 
ha gone. We ha\e a sj'stem now under which credits have a large bank, either-bad $136.,000 looned out for the purehase 
been safely expanded. \Vhen a bank fails to-day it fails be- of automobiles, and it was undertaking to p!'ejudi€e the Fed
cause it has been unwisely conducted ; it fails because it has: eral reseHe banking system in the minds of the farming com
re onded to demands wnich should ha\e been rejected. That munity in that sedion upon the plea that it could not get -
is elea.rly indicated in every press report of nearly eTery bank· a.ccommodati()n, when it was not even a member of the Federal 
failme in this country. reseTVe- bankil'l.g system and wa. e-ntitled to no accommodation 

If the distinguisheu Senator :firoin North Ca:rroliiia [:Mr. Snr- there. I ha:ve not the remotest doubt that there have been 
· MONS] wttnts me- to put in the RECORD the figures for Septem- multiplied instances of bank oilicials, not having the courage 
ber rather than those for November, I shall be glad to- oblige or the characte:r to- refu e undesirable and unnece. ·ary loansl 
him; I put him on n.otice, howeTer·, that hi theory will na nnderta.killg t& make- it appear that the Federu re erve bank
more be confirm d by tl figures for September than by tho e ing system had co1!lapseu and could not function. 
for .... ;ro-rem~r. I yreld to the- Senator from Louisiana, 

It was intimate{l here the other clay that at one time the arr~e Mr. R.:L.~SDELL~ I ro e, 1\Ir. President, to explain in some 
o:f expansion for .. bri · f period was 43 degrees, whereas the part a matter about which the Senator from Tennessee [.~e!r. 
rumle of expansion for a I ter and longcer periOd was but 2 de- ~lc~B.] iDquired. I happen to be very familiar with that 
grees. ·1\Ir. Pr"e idenir, is there any sane human being whO' object'!! matter. l wa E>ne of a delegation from the South which np
to the Federal Re~erve Board putting a stop to the 45--degree peal'ed befor·e the Federal Reserve Board on o:r about the 19th 
angle, which meaD;t ruin to the ba.nk"ing busines of the country, of October for th-e purpose &f a king them to correct the Vel':f 
min to- the commerce and tha industry of the country, irre- mntte11' ·whiCh the Senator compla,ins of. 
pa.ITable rum to the fanning interests of the ceuntry? It meant It wa a general rule which they had established, to limit the 
that speculation was running riot, and the only criticism I make loans on these papers which the factors usually borrowed on, to 
o:f the Feder 1 Reser e Board in respect to that is that it did the men who aetually owned the- cotton, and' not to the factor 
n 11 begin to put a stop tO' commodity gambling soo.n en()ugh. to whom the cotton had been shipped. l\1y understanding.!< I 
Had it done , perhaps e shcm.ld n0t have so 1ar to fall. It will say to the Senator from Tennessee, i that that practice 
let the situation get almo t out of hand, and it applied the- was ))ermitted tQo go on as usual; tbat the Fede-1-al Resen-e
brakes none too soon. It did not apply them to the agricultural :Board,. :realizing the reasonableness of the request of these cotton 
interest .. as orne enators ould have us believe~ . factors, had permitted the bru:tlts to :reve-rt to the old sy tern, 

The only suggestion ot curta.ilment was as to nonessentials- · \VhiC'h had been carried on so satisfactorily for many years 
automobiles,. lim-ousines,. things o-f that kind~ The day of re:ck- ~ past. I think the m tter he complains of ha been corrected. 
oning for that sort of thing can not be escaped.. lt must come. 1\11-; SMITH o:f Georgia. The Senato1· is mistaken. They de~ 
I do not care how soon it comes; how soon I am compelled to cline absolutely now to retliscount factors' pa:per. They require 
ha\e one automobile instead of twa, Ol' no automobile instead of the factors to obtain the paper of each one of the indiviuuali 
one; or ho oon other people le able to ha e any shall be de- farme:rs, and then limit the rediscount to that paper. They have 
pri ed of the pritil"ge of mortgaging thea homes and their broken. up the- whole of the sy tern under which this business had 
futures for thi sort of thin"'~ But there has been no "onler" been conducted. 
of the Federal Reser\e Board circnmscribing credits to farmers,. l\Ir. RA1'\SDELL. Perhaps I haYe been· misinformed; but I 
and there is no commercial transaction of hlch I can conceive, will say t& the Senator that I went there with a dele"'ation 
or of which anyl'>ody else may concein~,. which inTolTes> the :from New Orleans, and, so fa~ as Xew Orleans is concerned, I 
le"itillk'\te purchase ancl movem-ent of good , which may not find have h~rd no further complamt. I wa told. that it had been 
accommodation so far as the Federal reser\e banks are COIJr arranged !;)atisfactorily and that th~y were allowed to get their 
c rned · not on~. ad1"ances as in the past. PeFhaps I have ~en misinformed. 

1\Ir. McKELL.A.R. Mt·. P1·esident-- 1\lr. McKELLAR. Will the Senator yield· to me to make a 
The VICE PRE !DENT. Doe the SenatoR from \irginia statement? 

yield to the Senn.tor from Tennessee! :Mr. GLASS. Certainly. . 
:\lr. GLASS. I yield. l\lr. :McKELLA~ I haTe numerous letters from tbe Federal 
Mr. :\JcKELLAR. I think the Senato1· iS mi taken in one re- :resene distlict of which my State i a part~ and e pectally from 

~pect. The cotton factor of my section of the country hu:ve the cotton ))art of it, in \vhfch i:t is said tbat the Federal reserve 
b en depri ·ed of rediscounts in the Federall'eserve bank. bank there has refused to rediscount this paper. It has rediS· 

If the Senator will pardon me, I will state the service whicb the I counted it ever .since the hank was established until a sholi: 
c tton facto1" perform. They are tho e who in the spring of the tim~ ago, an'd thfllt curtnilment of credit<3 hn suddenly been 
year lend money to fwrm_e..r direci!]y, taking u ually a crop I ma.de. I think it is fairly wit:hin the ontemplation of the 
Jll()l'tgage and such other mortgages as they can secure. They present act, but they have 'denied thnt credit. 
len-d' the fUiimer money fm.· the purpose of making the- crops~ 1\Ir~ GLASS. lUr. Pre iclent~ this discord as to the facts and 
Later on they lencl' other moneys foil' tbe purpose of' gathering dillerence of view hut mustrate the futility of the Senate o:t 



CONGRES8-IO AL RECORD-SENATE. ·· DECEMBER 13; -

the United States undertaking to conduct the detailed business, 
intricate in all o·r its parts, with which the Federal Reserve 
Board is charged. 

I am unable to determine from the meager statement of the 
case here whether the board, if it has inhibited this paper, has 
done it within the requirements of the law. I have no doubt 
in the world that the board, in intimate communication with all 
the arteries of trade and with full information upon every 
aspect of the subject, is vastly better able to determine whether 
in an exigency or at a particular period it should gtant cer-
tain sorts of credits. · 

l\Jr. RANSDELL. If the Senator will permit just a very 
brief additional explanation--

Mr. GLASS. I yield to the Senator from Louisiana. 
Mr. RANSDELL. I, of course, can not say absolutely what 

has been done, but I will state that I went with this delega
tion before the Federal Heserve Board, with the Senator from 
Georgia [Mr. SMITH] and the senior Senator from Virginia 
[Mr. SwANsoN], and I am under the impression that the Fed
eral Reserve Board complied with our request. They told us 
that it was a general rule which had been established by them 
in November, 1919, giving a great deal of discretion in the 
matter to the vru·ious banks-not an ironclad rule, but a 
rule which gave discretion to the various Federal reserve 
banks. I think I am right when I say that the Atlanta bank, 
in which district New Orleans is located, has been permitting 

1 the old rule to prevail. I am not sure about the rule in the 
Memphis bank. I believe the Senator from Tennessee [l\lr. 1c
KELLAB] is in the St. Louis district ? 

l\!r. McKELLAR. Yes. , 
l\lr. RANSDELL. I am not sure about it there, but I think it 

bas been corrected in New Orleans. 
l\Ir. SMOOT. l\lr. President, w·ill the Senator yield to me a 

moment? 
:Mr. GLASS. I yield to the Senator from Utah. 
l\1r. SMOOT. I think we ought to look at the situation just 

as it is. I objected on Saturday to casting any reflection upon 
. the Federal Reserve Board. It is not right or proper to do so. 

The fact of the matter is that every preceding year in our 
history, whenever the cotton crop, the wheat crop, or the wool 
crop has come upon the market, it has been sold and that money 
has gone to· pay the notes that were held by the different banks 
in these sections, and when those notes were paid, of course, all 
of those banks had money to loan. In fact, every bank in the 
United States expected this year that those loans would be 
paid within a certain time. They were not paid. No wool loans 
were paid, very few farm loans, if any, were paid, and very 
few cotton loans were paid, and the banks were called upon to 
carry those loans instead of having them paid. Not only tl1at, 
but the banks were asked for additional credits to enable 
them to carry on their business, and, of course, the banks did 
not have the money. 

Mr. KING. To hold the products from the market. 
Mr. SMOOT. As long as the products are held out of the 

market and are not sold, the banks that are holding the notes 
of the farmer and the woolgrower and the stock grower can not 
loan that money to some one else. We might just as well look at 
the situation as it is and not make any kind of excuse. 

l\!r. GLASS. Does the Senator think-of course, he does not
that the Federal reserve banks should be devoted to the policy 
of loaning money to hold goods for a higher market and to 
that extent withholding accommodations to people who may 
want to buy and sell goods? 

l\Ir. Sl\IOOT. No; and the Federal reserve banks will not 
do it unless Congress absolutely issues an edict that they shall 
do it, and if Congress did do that it would destroy the Federal 
Reserve System. 

l\Ir. GLASS. Absolutely. I believe I do not care to say any
thing more on the subject. I am a little disposed to apologize 
for my temerity, being a new Member, in taking the floor at all. 

l\1r. SIMMONS. l\Ir. Pr~ident, the Senator from Virginia 
has alluded to some matters in whicfi I am interested, and I 
desire to reply to him. I wish to say to the Senator that I have 
no earthly objection to his putting in the RECORD as a part of 

· his remarks the credits extended in the month of September 
and the month of October. I would be glad if he would do so. 

I wish to say to the Senator from Virginia, who is in large 
measure the author of this Federal Reserve System, that I hold 
that legislation in as high esteem as he does. I think it is prob
ably the best piece of financial legislation ever passed in this 
country. I think the Federal Reserve Board has saved the situ
ation in the years during the war, and since the war, so far as 
that is concerned. · 

I do not at all question the wisdom of the administration of 
that board as n g~neral proposition. I think it bas been very 

wisely and very justly and very sagaciously administered, but I 
do think in this particular instance about which complaint is 
made that the board has made a very serious mistake and one 
which is bringing great suffering to a large section of our 
country. . . 

I agree with the Senator that the situation requires that the 
b_anks should issue an edict against further credits for specula
tive purposes, for buying automobiles, for buying real estate at 
fictitious values, for buying stocks that have nothing behind 
them probably except a prospect. I think that has been very 
beneficial to the country and I do not complain of it; but I do 
not want to put agricultural products into that category. I do 
not think that dealings in agricultural products could be classed 
as speculative, and I think there is the point at which the board 
deviated from the wise policy which it bad pursued with re
spect to speculatiYe ventures and with respect to our finances 
generally. 

~lr. POl\1ERE1\'E. l\lr. President--
l\1r. SIMMONS. Just let me finish this and I will yield to 

the Senator in a minute. 
l\fr. POMERENE. I was just going to ask a question. 
l\Ir. SIMMONS. Will the Senator just withhold it a mo

ment? 
l\Ir. POl\lERENE. Certainly. 
l\lr. Sil\Il\IOXS. The Senator from Virginia [Mr. GLAss] 

insists that what we are demanding is that the Federal Reserve 
Board shall lend money for the purpose of holding the crops 
from the market. 

1\fr. GLASS. l\lr. President, I took the words from the mouth 
of the Senator from North Carolina. 

l\lr. Sil\11\lONS. I recognize that the Senator did, and the 
words used by me were technically erroneous. They do not 
accurately convey the impression or the thought that I have in 
mind. 
. Now, l\lr. President, the facts are these: There have been two 
eras in our country in recent years when there was rio market 
for raw cotton in the counti~Y· That happened once just after 
the outbreak of the war when an embargo was placed upon our 
exportation by the European situation. Cotton fell to 5 cents 
a pound . . Why, l\lr. Pre ident? It was because there was no 
market for our cotton. When a product of that sort falls to 
that low price it indicates an absence of market. What was 
done in that case by the Federal Government? The great Secre
tary of the Treasury, William G. McAdoo, recognizing that a 
condition had been created when there was no market for cotton 
in this country, realizing that unless some relief was obtained the 
cotton growers of the country would suffer disaster and ruin, 
announced to the country that to relieve against this situation 
of no market, which was a monetary situatio_n in part, he was 
ready to furnish to the banks of the cotton-growing section of 
the country $500,000,000 by way of deposits in order to enable 
them to allow the cotton producers to withhold their cotton
not \vithhold it from the market, Mr. President, and I '-"ish the 
Senator from Virginia were here to understand the distinc
tion-not to withhold it from the market, but to withhold cotton 
sales until there should be a cottori market and a market for 
cotton goods. 

'.Chis situation has arisen again. This product has fallen 
until it is selling in the local markets of the South for from 
8 to 12 and 13 cents, when it costs at least 25 or 30 cents to make 
it, 25 cents on very fine land and 30 cents on inferior land. The 
same situation that existed when Secretary l\1cAdoo came to 
the rescue of the farmers exists to-day. Prices of 8 and 9 anu 
10 cents for cotton produced at the cost at which this crop of 
cotton was produced do not indicate a market for cotton. They 
indicate that there is in this country no market which is entitleu 
to be called a market for cotton. 

What I am insisting upon is not that the cotton be held per
manently from the market. I am insisting that these farmers 

e given the facilities and the means by which they may hold 
their products, the products of one year's toil, produced at the 
highest cost ever paid in this country for labor and material, . 
until there shall again be a market for cotton in the country. 

1\fr. FLETCHER. Mr. President, I feel that there is no in
tention on the part of any Senator to cast reflection upon either 
the Federal Reserve Board or the Federal Reserve System. 

I do not think the effect of this joint resolution \till be in 
that direction. It is merely the expression of a wish that, ~o 
far ns snfety \viii allow, there should be accommodation in the 
direction indicafed. 

I am in favor, :Mr. President, of the organization in the dif
ferent States of corporations intended to promote exports. 
That movement has great significance, and, in my judgment, is 
the best way to work out the solution of the problem which now 
confronts the country with reference to exports. ·At the same 
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time, I cnn see that by rennn.g the acti\ities of the ·war Fi
nance Corporation we pro\ide an agency which can cooperate 
vi"ith the expol't-trndc organizations in the different States and 
temporarily relie\e the conditions ·which uepress agriculture· 
to-day. 

It is quite difficult to find an answer to the argument of the 
Secretary of the Treasury, in response to a communication 
from certaln Senators, that the Treasury of the United States 
ought not be appealeu to or ought not to be used in order to 
accomplish the adYancing of prices and the furthering o.f with
holding products from the market in order that better prices 
might be obtained; but we ca·n, I think, "\eJ.'Y reasonably, with 
all deference to the Federal Reserve Board, and in con istent 
acknowledgment of the tremendous, "\ital service \vhich the 
Feueral Reserve System has rendered to the counh·y, especial\Y 
in the critical days we passed thro'ngh when without that system 
we could not have financed the war, "let alone ha-\e financed to 
the extent we did our a ociates on the other side, insist that 
agriculture shall not be di criminated agalnst. I do not mean 
to say thnt it nece~Narily follows that there is a charge that 
agriculture has been discriminated against, but the impression 
to some extent prevails that the effect of the policy instituted 
has ·been to discriminate against agriculture in the operation 
of that sy tern. The pending joint resolution goes to that ex
tent, at least; that it is the view of Congre~s that agriculture 
hall not be discriminated against in the administration of the 

Federal Reser"\e System. It is quite true .. that agricultuTe 
touches every other interest, and primarily I believe that the 
wisest solution is in the cooperation of the \Var Finance Cor
poration with the J.ocal m·ganizations composed 

4
of farmers, 

bankers, and other interests. 
1\.Ir. President, what we are doing is largely temporary. In 

my judgment, for pe1·manent relief agriculture in this country 
must fall back upon the Federal farm loan act and its proper 
administration. I ·wish to offer here, s.a as to sa\e tlme, an 
extract from an address delivered before the conference of the 
National Board of Farm Organizations held at Columbus, Ohio, 
September 1 to 3, 1920, by 1\.Ir. W. W. Flannagan; and, if there is 
no objection, r ask that this exh·act from that splendid nddress 
be printed in the RECORD as a part of y remarks. 

The PRESIDING OFFICER (l\Ir. 'V .A.Tso~ in - the chair). 
Without objection, it is so ordered. 

The matter referred to is as follows: 
[Extract from nn address before the conference of the National Board 

of Farm Organizations held at Columbus, Ohio, Sept. 1-3, 1920.] 
THE NEED FOR A NATIONAL UNIO!il OF FARM LOA!il ASSOCIATIO~S .. 

[By W. W. Flannagan.] 
A penrlin~ case in the Supreme Court of the United State::;, entitled 

Ch~rles E. ~mith v. Kansas City Title & Trust Co .. is attracting much 
attention from its present and w.hat may become its far-reaching 
effects upon the agricultural ;interests of the countcy. 

The suit in question was brought in the Federal circuit court at 
Kan-sas City, Kans., to test the constitutionality of the farm loan act, 
and was inspired by the Farm Mortgage B!lnkers' A sociation of 
.Ameri~a. Smith, the plaintiff, is a stockholder in the title and trust 
company named, and this company was alleged to have had under con
sideration an investment in farm loan bonds, which under the farm 
loan act are qeclared to be "instrumentalities of the Government," and 
as such exempted from all taxation. Smith procured an injunction to 
prevent such investment. The Federal l:Jnd bank at Wichita and the 
First Joint Stock Land Bank of Chicago, which issues such bonds, 
intervenedh and the circuit court promptly dissolved the injunction, 
from whic the plaintiff appealed to the United States Supreme Court. 
The case was argued at Washington by eminent counsel early in 
January or this year, ' the Federal land banks being represented by 
ex-Justice Charles E. Hughes, the joint-stock land banks by ex
Attorney General George w .. Wicltersham, and the plaintiff by William 
.M. Bullitt, of Louisville, Ky. Without e~"Pressing any opinion the 
court in .April ordered · the case restored to the calendar for reargu
ment in October, when i:be court reconvenes from its munmer recess. 

The effect of this order was construed by the J!'arm Loan Board 
to be the . destruction of any market for farm loan bonds, and the 
board ceased to function ~s to any new business. The banks organ
ized under the farm loan act are dependent upon the sale or 'farm loan 
bonds for funds to lend to the farmers. Anticiprrti.ng such a market 
through the operation of a banking syndicate of bond dealers, previ
ously employed by the Farm Loan Board, the Federal land banks had 
borrowed from the commercial banks about $15,000,000, pledging farm 
loan bonds as collateral security, and had also approved loans applied 
for to a much larger amount .. 

Under these circumstances the Farm Loan 'Board appealed to Con
gress .. to extend for 1920 the operation of a law passed in 1918, 
which appropriated $100,000,000 for i.he 1JUrchase of farm loan -bonds 
during each of the fi~cal years of "1918 and 1919, of which only 
about $135,000,000 bad been so used during the two years. Su<!h 
legislation would have allowed the purchase of $65,000,000 bonds and 1 
made available that amount for additional loans to farmers. But 
Secretary Houston, in a letter addressed to the chairman of the House 
Banking and Currency Committee, objected to this full extension of the 
operation of the )nw of 1918, and asked that the ]Jurchase of bonds be 
limited to such bonds as were secured by mortgages approved prior_ to 
March 1, 1920, in which restriction the Farm Loan Board acquiesced, 
and Congress acted accordingly. The effect of ibis was that the banks 
were limited • to commitments already made (in amount ~ about 
$30,000,000) and discontinued all efforts for any new business. 

By direction of the board the banks severallf reduced fueir oper
ating forces to a minimum and the board itsel reduced the "Dumber 
of employees ·in -the bureau at Washington about one-half. 

The Farm Mortgage Bankers' Association of America, which, as 
stated, instituted these legal. 'Proceedings, consists of dealers in farm 
mortgag~s wh<?, prior to the passage of the farm loan act, had a lucra
tive busmc s m tne purchase ana sale of such mortgages. This busi
ness consi~ea in lending money for periods from three to five years at 
the b<>..st I~terest rate obtainable, usually with a commission added 
and disposmg of these mortgages with or without indorsement, so as 
to lea,·e a profit in the transaction. In some cases the mortga~es 
taken. were pleilged with some trust company as collateral secu,ritf, With 
the r1ght ~f &ubstitution, the lender issuing its own collatera trust 
bonds bearmg the lower rate of interest against same, the bonds beinoo 
?Isposed of to the public. As the farm mortgages matured, usually 
m less than five years, and as the bonds ran for terms of 10 to 20 
years, the opportunity was given for an increase in the rate of inter
~st mtb. each renewal of the mortgage, anti also an additional profit 
Jn the way of another commission. 

The Farm Mortgage Bankers' Association maintains that the maxi
mum interest charge should not be fixed by law at 6 per cent per 
annum, claiming that competition properly acljn ts this but GO and 
more years of experience has dernonl'ltrated the fallacy of such a 
theory, and ibat farmers have always lli!"l-etofore paid "all the traffic 
will bear." Statistics compiled by the Agricultural Department show 
that the average rate of interest on moragages pai!I by farmer bor
rowers throughout the United States, prior to the passage of the farm 
loan act, was in excess of n per cent. In many States of the South 
and Northwe t such rates ran as high as 10 per cent. The lowest rate 
included in this average prevailed in the State of New Hampshire, 
when~ rates were 5.3 per cent, due to the fact that farm mortgages 
there held by saving-s ~Janks are exempt from State taxation. Undel' 
the farm loan act a uruform asking rate throughout all the States for 
farm mortgages had been established, this rate in no case exceeding 6 
per cent per annum; the great majority of loans under the system 
have been made at 5 and 5§ per cent, no commission being charged. A 
commission charge in addition to interest is a penal offense for any 
loan made under the farm }()an act. 

In addition to the uniform 'reduction of the average rate of interest 
chat·ged on farm mortgages, the Federal land banks have durina three 
year~ extended benefits to 130,000 farmers, by making loans ror terms 
runnmg from 20 to 40 years. All loans are made ·upon the amortiza
tion plan of repayment, under which a semiannual ·sum (called install
ment) of $32.50 for each 1,000 borrowed pays interest at the rate of 
5! per cent per annum, and also (llscharges the principal of the debt 
in 3H years. The mortgage loan once secured, there js no wony 
about renewals, and none should exist about 1.he :final payment under 
the small installments required. The borrower bas the option of pa v
ing off the whole or any portion of the debt at any interest period 
after the expiration of five years. 

There are two separate classes of banks chartered under tbe farll,l 
loan act which have no di.rect connection with each other though both. 
are . chartered by and un~er the supervision of the farm loan board. 
They are known, respectively, as Federal land banks and joint- tock 
land ballks. The Federal land. b~ks have rest_l'ict.ed territory in which 
they can each make loan'3, wh1ch 1s called a dtstnct, consisting of sev
eral States, except in the case of the State of Texas, which is a district 
in itself.. The country has been divided into 12 dish·icts and one 
Federal land bank is located in each di trict. These banks are intended 
to operate exclusively in the interest of the farmer borrowers who are 
organized into local associations called national farm-loan associations 
These ~sociations are the only beneficial stockholders of the Federai 
land banks entitled to vote at shareholders' meetings; the capital stock 
held by the Gover.nmeut can yote, but such stock does not shm·e in 
dividends.. · -

The other class of land banks known as joint-stock land banks are 
organized with private capi-t.al. They are each limited in territory in 
which loans can be made to two contiguous States; they have the 
same limitation of 6 per cent as to the rate of interest which may be 
charged and are prohibited from any additional commission charge 
They are under governmental supervi~ion and subject to official exami: 
nation. They muke loans through agents of their own selection and 
have no connection whatever with the farm-loan associations. ' 

The loans already made by the 12 Federal land banks aggregate 
about 360,000,000. Some of the loans have been voluntarily paid .off 
in full, and all which have run one year have been slightly reduced 
by amortization payments. The principal of the actual amount of 
loans in force July 31, 1920, is 344,475,.80~1 represented by 124.590 
existing borrowers. All borrowers are locauy ·united into farm-loan 
associations which are chartered corporatic·ns, and there are now in 
operation 3,985 of these associations. They are located and doin& 
busin~ss in every S~ate o~ the Upion.. .As there are only about 3,.000 
counties in the Uruted l::ltates, It Will be seen that the avera"'e js 
more than one for each county. Through these associations properly 
supported and financed, the machinery already exists for carrying out 
the avowed purpose of the farm-loan act "to provide capital for 
agricultural development." 

These associations now own $17,404,615 out of the total 24,.337 8G.O 
capital stock of 1.be Federal land banks. The stock originally sub
scribed by the Government, $8,892,130, is being · rapidly reduced by 
additional subscriptions for stock which these associations make such 
addition being 5 per cent of every loan made. The Government has 
already been repaid from this source $2,050 450. 

The Federal land banks have · issued bonds in the amount of 
$329,60.0,000. They bave sold to the public $152,842,200.. 'l'be Gov
ernment has pUl"cbased $173,285,000 and tlx!y have on hand the un
sold balance of $3,972,800. 

The 29 joint stock la.nd banks have outstanding loans to farmers 
in the agg:re.gate amount of $79,406,446; they have is ued bonds to 
the. amount of $75,285,000, of which they ba~ sold to the pul..llic 
$59,669,300, the balance on band being $15,615.700. The Govern
ment has never purchased any bonds from the joint stock land banks, 
nor made any subscription to their capital stock. 

The Associated Farm Mortgage Bankers take great credit unto them
sel -es for having " suspended " the business of the land banks. They 
nave a very clever secretary, who on behalf of the association for 
many months bas been il.oodh::g' the country, incloding the Members 
of Congress, wi propaganda, seeking to arou e public £«>ntime.nt 
against the tax-exemption provision of the farm-loan act. Ue ·main.
tains that this exemption gives the opportunity for men Of largf'. in·
comes to become· ''tax dodgers" through the purchase of 1'arm-iMn 
bonds, and almost weeps ·at 1:b~ .distressing loss to the United Stl.lto>s 
TreasUl"y thereby. The question of th() Joss of public rev~nue by 
freedom from taxation o'f municipal securities, of insuran-ce company 
assets, ot Feae.ral 'reserve banks, and of all .other. ex~mptio.ns, uo<>s 
'DOt seeln to . disturb lli.ln. If he <Only can save to the Treasury the 
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" farthing ·• income a tax on farm-loan bonds might yield, he will 
rest content with the " pound " loss to Uncle Sam from all other 
(::Xempted securities. Of course everybody sees through this sham 
anxiety, ami understands the selfish interest, which prompts the 
procrdure. 

With the wonderful amount of good already accomplished under the 
provisions of the farm-lolln act, more beneficial to the farming in
terests in the short period of its existence than its most ardent sup
porters e-ver anticipated possible, it seems inconceivable that its 
enemies attacking it from purely selfish motives will be allowed to 
destroy it. .Kor are its supposed friends of the Farm Loan Board free 
from criticism. To rest supinely quiescent, drawing full salaries, and 
doing nothing constructive, pending the decision of the Supreme Court. 
can not be consiuered commendable leadership. Whether the decision 
of the court is favorable to the banks or unfavorable, there has been 
no foresight displayed in the way of some suggested method for secur-· 
ing funds for the continuation of " providing capital for agricultural 
development " through additional legislation or otherwise. A favor
able decision creates no market for 5 per cent bonds through a bankers' 
bond-selling syndicate, this being the only method heretofore adopted by 
the board for disposing of farm-loan bonds, except to ask Congress for 
an appropriation for their purchase. 

The method of a bankers' bnnd-selling syndicate, as employed by the 
Farm Loan Board on behalf of the Federal land banks for the pur
pose of distribution, must be considered a failure when the figures 
show that out of the total bonds issued, less than 47 per cent has 
been marketed under such arrangement. The joint stock banks which 
have not bad the supervision or assistance of the Farm Loan Board 
in dL posing of the bonds issued by them, make a much better show
ing, as the figures indicate they have mark~ted through their own 
(dforts :nearly 80 per cent of the l'onds which they have been au
thorized to issue. 

Fortunately, the Federal land banks have attained the position where 
each one of them is self-sustaining with the volume of business 
already secured. They have a gross income per month of about 
$1 600,000 and a net income of over $250,000 per month, after payin_g 
all' administrative expenses and providing for interest on all out
standing bonds. They have also accumulated a reserve fund from and 
including undivided profits aggregating $2,326,668. If they should 
therefore have to continue the policy adopted for them by the Farm 
Loan Board, in refusing new business, their administrative expenses 
could be largely reduced ar:.d their undivided profits considerably in
creased. 

l\lr. FLETCHER. 1\fr. Flannagan was the former secretary 
of the Farm Loan lloard. I have asked to have this extract 
from his address printed in the RECORD because it deals with 

· the actual operations of the only financial system ever estab
lishE:'d in order to meet the real needs of agriculture in this 
country by providing capital for agricultural development. 
Mr. Flannagan thoroughly understands the farm loan system 
and the purpose of Congress in establishing it; he knows what 
it has accomplished and how it is operated. No one is better 
quaJifi.ed than he to throw light on the subject. _ 

I should like it understood just what that plan and system 
embodied in the farm loan act has meant to those who are en
gaged in the basic industry of the country and what it bas 
already done for those who produce the Nation's food. I be
lieve the full, untrammeled operation of that system would 
bring the surest and greatest relief to that industry now so 
depressed and that it offers the most efficacious remedy yet 
proposed for existing conditions. · 

There is no injunction against the Farm Loan Board or any 
Federal land bank or any joint-stocK: land bank. There is no 
necessity for employing any bankers' bond-selling syndicate to 
sell the farm loan bonds ; in fact, as 1\fr. Flannagan shows, that 
method was not advisable in the first instance. Farm loan 
bonds were in demand by individuals, institutions, and security 
seekers everywhere, and those which were offered generally 
sold above par. The bonds would be taken readily by the 
public. The Treasury might wish to keep them off the market 
in order to prevent competition with its own securities tem
porarily, but it seems to me the Farm Loan Board has not been 
su1Iicientl_y active in carrying forward the work they were doing 
and has been too much disposed to cease business because a suit 
was brought by those concerned with the increasing interest 
rates. 

One effect of the system has been to lower interest rates in 
all directions, although the suit was decided by the only court 
that has passed upon it in favor of the farm loan act and every 
feature of it. If the Farm Loan Board would go on with its 
work as before that suit was brought, considering and inviting 
applications, making loans, and generally conducting business, 
many farmers would be saved from ruin, agriculture would take 
·on new life, and a healthy condition would soon appear. 

The proper administration of the farm-loan _system and 
the energetic execution of that law would redeem agriculture. 
A time like this is the time when it is most needed, and it is 
deplorable to have it lie dormant, sleeping, while those it should 
be relieving suffer. Deserving applicants are turned away and 
are told to wait; those who need the assistance the law prom
ises and offers can ncit avail themselves of it and become dis
couraged. No country is safe without a substantial, contented 
rural population. The law is on the books; the machinery. is 
set up. From . actual experience and unquestionable demon
stration it can bestow the benefits which a- sound agricul-

ture calls for; and, yet, instead_ of meeting the present needs 
of the time it appears to cease functioning and in effed as-
sumes an aspect of liquidation. · 

The farmers of this country are justly impatient; they are 
asking earnestly why should those in charge of the only ·finan
cial system ever devised for their necessities and insuriug the 
good of all now shut up shop and after the most gratifyin~ ex
perience practically go out of business and that at the time of 
their supreme need? 

The pending joint resolution to put into active operation the 
War Finance Corporation ought to pass, but the farmer needR 
much more the vigorous administration and full operation of 
the Federal farm loan act. I realize the adverse effect of the 
litigation mentioned, but I do not concede that it should result 
in total paralysis. I sincerely hope some way may be foun<l 
that will enable the Farm Loan Board to proceed with their 
most important work. · 

Mr. NOltRIS. 1\fr. President, I think it ought to be said 
that the committee bringing in the joint resolution does not 
offer it as a cure-all for the difficulties that confront the coun
try or the agricuitural portion of it. There are two proposi
tions proposed: One to rehabilitate the War Finance Corpora
tion and the other expressing the opinion of Congress that 
some action ought to be taken to extend credit to the farmers 
upon agricultural products now in their possession. I do not 
expect that the passage of the joint resolution and the opera
tions under it by the administrative officers of our Government 
will bring complete relief or complete happiness or complete 
justice. I think, however, it will do substantial good. Neither 
do I believe that the committee would, if they could, prevent, 
for instance, the reasonable and fair deflation of the currency. 

I think it is realized that everybocly-the farmer as . well as 
everyone else-must stand some injury and some loss; but we 
are confronted with a condition that is so unjust to those who 
have produced agricultural products that it seemed to the com
mittee we ought to alleviate in some degree, if we could, b'y 
any instrumentality within our hands, the suffering and the 
loss that must come to that class of our population. 

Duririg the debate to-day most of the discussion has been 
against the second sectio of the joint resolution proposed by 
the Committee. Mr. President, ·there is not any disposition to 
be discourteous or to harshly criticize the Federal Reserve 
Board. Because of the fact that it was argued on Friday and 
Saturday that the joint resolution brought in by the committee 
did that, the committee met and adopted a substitute which 
we thought would in effect accomplish the same result·, although 
couched in a little different language, omitting any direction, 
but satisfying ourselves with some expression of opinion by 
Congress. -·when, however, we do that, with the honest and the 
fair intention of making it impossible for anybody to say that 
we are discourteous or unfair, we are almost laughed out of 
court by those who were oppose~ to the original proposition be
cause it was too harsh, as they have said, and because it was 
insulting and implied a discourtesy to the Federal Reserve 
Board. 

The committee realized, Mr. President, that this action is 
~mly temporary. It is not offered as a permanent solution of 
the difficulty. We want to get, if we can, some immediate re
lief. It is for that reason that most of the members of the 
committee have not participated in the debate. They were 
willing that those who opposed the proposed legislation should 
debate it, and then vote. If the Senate is opposed to the pro
posed action, if the Senate does not want to take this step look
ing to what the committee believe would afford a partial _relief 
to the agricultural situation, it can vote it down. If it turns 
out, however, on a roll call that a majority here are so foolish 
and so simple and lack so in wisdom that they want to help 
the agricultural situation, if they can, then, of course, the joint 
resolution will prevail. 

I am not unmindful, either, that this joint resolution if it 
passes must be put into effect by unfriendly officials. The Sec
retary of the Treasury is opposed to it, and the Federal Reserve 
Board is opposed to it; so that they will be able, if they do not 
want to give effect in good faith to our action, to cite instances 
that have occurred here to-day on the floer of the Senate where 
those who .favored the legislation were charged with acting in 
bad faith, were charged with trying to do something that was 
an impossibility, were charged with trying to deceive the 
agricultural interests of- the country and to practice decep
tion upon the farmer. They will be able to find in t.lle de
bates, from the CoNGRESSIONAL RECORD, all those things said by 
Senators on the floor; and so it may be possible that unwilling 
officials of the Government, called upon to perform an official 
·duty contrary to -their wishes, and having _heretofore tpem
selves expressea an opinion that it would not accomplish any-
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thing, may get a good deal of solace, if they· do riot carry · it 
out in good' faith, from expressions that have come from great, 
wise Senators on the floor of this body. 

1\Ir. President, a great deal has been said about the Federal 
Reserve System. ·Some · Senators . have said that this is an 
attack upon it. I do not conceive it to be such. Of course, the 
committee, being rather feeble-minded, may not know, but we 
did not think it was an attack on the Federal Reserve System. 
We were in our simplicity acting in good faith, at least. It 
did not occur to us that we were insulting anybody in the ad-:
ministrative department ·of the Government, or that we were 
destroying the Federal Reserve System. 

There is not any question of what the facts are. There is 
not any doubt to-day but that in the South and in the West 
and in the East, in all agricultural communities, there is the 
greatest kind of depression; that the products there can not 
be sold for anywhere near what it has actually cost to produce 
them. There are in the \\"~"est now instances where renters 
who have worked all f;;Ummer to produce a crop of corn have 
gone away and left it without husking it, because they would 
not be able to get enough out of it to pay the expenses of har
vesting it and delivering it to market. There are a. great many 
cases of that kind existing. The man who produced cotton 
in the South, the mun who produced ho.gs or cattle, and put 
them on the market, are all in the same condition. All are 
pre ented with a condition that means ruin to hundreds of 
thousands of our citizens. Now, when we try to relieve them, 
it is said by some here that we are unfair to the consumers; 
that they ought to be heard. 

Mr. President, if the consumer has the power now, and takes 
advantage of the present condition, to bring ruin and destruc
tion to the producer, the consumer next year will be on a strike 
himself. After all, Mr. President, assuming that we are per
fectly fair and perfectly honest, this is just as much of a ques
tion for the consumer as it is for the producer. You ruin the 
farmers, you make it impossible for the farme:ts to get the cost 
of production for a year or two, and the consumers will find 
themselves in a position where it · will be impossible for them 
to get the necessaries of life. There ought to be no difference 
between classes and therefore I hurl back the assertion that 
this is class legi'slation. It is intended and the result will work 
out to assist somewhat to bring justice to the consumer as well 
as to the producer. 

Mr. POMERENE, 1\Ir. President--
The PRESIDING OFFICER. Does the Senator from Ne

braska yield to the Senator from Ohio? 
Mr. NORRIS. I yield to the Senator. 
Mr. POMERENE. As the ·senator suggests that this is not 

class legislation, is he willing, then, to change the first section 
so as to provide for " agricultural or other products " ? 

1\Ir. NORlUS. I am. I am perfectly willing. 
Mr. POMERENE. I am very glad to know it. 
1\Ir. NORRIS. And I think that would be the law if it were 

not changed. As I have said several times, Mr. President, 
while the word "agricultural " is used, and " agricultural prod
ucts " are referred to, and the extension of credit based on corn, 
wheat, cotton, live stock, and other agricultural products, it 
simply calls the attention of tl;lese officials to the conditions that 
exist in regard to those products. It does not change the law 
whereby the War Finance Corporation can go on and operate, 
if this joint resolution is passed and they are rehabilitated, in 
respect to manufactured products just as they did before; but 
we thought it was proper under all the conditions to emphasize 
the agricultural condition, and call their attention to it, so that 
they would bend their energies in that direction ; and the same 
thing can be said in reference to the Federal Reserve Board 
part of it. 

Mr. President, these people who in some lines have produced 
the greatest crop in history and are unable to sell it are con
fronted with the proposition that if they are indebted to the 
bank they are called upon for payment, and the only way they 
have to pay is to sell that agricultural product-hogs, cattle, 
corn, wheat, cotton-and sell it for whatever they are able to 
get, at a time when everybody knows that it means their ruina
tion. Take wheat as an illustration; does it mean cheaper 
flour? What does· At mean? 

\Vhy, wheat, an ~nnual crop, must be held, a good portion of 
it, nearly a year before it can be used by the consumer. Who 
should hold it? If the farmer could hold it, if the man who 
produces it could hold it and market it in orderly fashion 
during the months of the year as ' it is used by the consumer, 
that would be the ideal system. Everybody concedes it. That 
would bring the ·consumer and the producer closer together and 
eliminate the middleman. But if the producer must sell it 
now, who gets it'?" Not the consumer, but the speculator, The 

man who has been a middleman during the war and made his 
millions will be in shape to make millions more between the 
producer and the consumer of wheat _and other f '>Od products. 
: That is what happens. You can talk from now until dooms
day, · but you can not do away with the fact that the farmers 
all over the cotmtry are told by the local bankers : " We can 
not extend your credit. We must have part at least -of your 
debt paid." And the farmer is forced on the market with his 
wheat. And who gets it? Not the consumer, but the speculator. 
And after that has gone on for two or three months what hap
pens? After the wheat is out of the hands of the farmer who 
produces it and is in the hands of the speculator, then it goes 
up, God only knows how high·, and there is where the consumer 
will get his wheat. , -
· Is it a sin, therefore, that the farmer should hold the wheat 

a little while, until he can sell it in a market that will at least 
give him the cost of produC:tion? That is what these Senators 
cry out so about, that the Government ought not to go in with 
any class of people to hold anything off the market; but here 
is sornetping that can not get to the consumer if it does go on 
the market. It will have to be held by somebody. 

It will not take any more money to extend loans to farmer8 
who have wheat they have produced. It will not mean ex
pansion. There is enough money now. Local banks are 
anxious to extend credit to these producers of food products. 
If the Federal Hesen·e Board will simply give permlssion, 
there will be no difficulty. We do not need any more reserve, 
as has been argued by some. It is only a question as to 
whether thes~ food-products shall be held a short time hy the 
producer or whether he shall be compelled to sell to the specu
lator and let him hold it. Let the consumer think of that. 

1\Ir. SIMl\IONS. 1\fr. President-- -
Mr. NORRIS. I yield to the Senator from North Carolina. 
1\lr. SIMMONS. In support of the very position the Senator 

is taking, it has been stated to me-! do not vouch for it, be
cause I do not know-that practically the only concern that 
is really upon the southern market to purchase cotton at this 
tiine is a great exporting concern with unlimited capital. 

1\Ir. NORRIS. I thank the Senator. I have heard that 
statement made, and I have not heard it contradicted. I do not 

. know as to the truth of it in detail; but we are told here to-day 
that we ought to be frank; that we ought to act in good faith. 
That is what I want to do, and that is one reason wliy I have 
taken the floor. I did not suppose before some of these 
speeches were made to-day that anybody contended anything 
to the ·contrary. I do not want the agriculturists of the coun
try to get the idea that this is going to be a complete remedy. 
They do not expect that it will, those who have appeared before 
the committee. 

One Senator, the Senator from Virginia [Mr~ GLAss], had a 
great deal to say about the• effect that this would have in excit
ing the farmer against the banker and exciting the banker 
against the farmer; that it would bring up an antagonism be
tween them. 'Vhy, Mr. President, here is one case where the 
farmers and the bankers are together. If you take a vote of 
the bankers of this country out in the country . where these 
products are now ready for the market and awaiting a fair 
market, you will find that they are .unanimous for some legis
lation of this kind. They think it will help, and they say that 
the reason why they can not extend credit is because of the 
orders higher up. 

Again, · it is said by the Senator from Virginia to-day that 
some of these bankers are telling their farm"!r friends that 
they can not extend credit, and blame it upon the Federal Re
serve System, the Federal reserve banks, when they are not 
members of the Federal reserve banking system. That may be 
true, and many times it is not only true but it is right. 

Go out into the country and take your little bank, rediscount
ing paper in Chicago,-probably, and nine times out of ten re
discounting its paper now, not a member of the system, with a 
bank that is a member of the system, and when the screws are 
pulled on that big bank it pulls the screws on the little bank, 
whether it is a member of the system or whether it is not. It 
does not make any difference. So, in effect, what the Federal 
Reserve Board does affects all banks, whether they are members 
of the system or not; and sometime ago; when. as the Senator 
said, these bankers were expanding .loans, and credits were 
being extended with the consent of the Federal Reserve System, 
it was in absolute accordance with the wishes of the Federal 
Reserve Board, at a · time when they would not extend credit 
for legitimate production. · 

I stated once before here-and I am going to state it again, 
because there were not many Senators here at the time, and 
those who were here have probably forgotten it-an· instance 
that illustrates that. It happened here in the State of Mary. 
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l:rn:d, with a farmer with whom I ha-re been acquainted e-ver
since I ha-ve been in 'Washington, for about 1s· years now. He 
is a man who is perfectly good. He has a fa:J!m ef between
three and four hundred acres, finely impt·oved. with a :fine lot 
of stock of all kinds. He told me hlmself in my office over in 
the Senate Office- Building, less tlum a yea:r ago, tha:t he went 
to- the bank to borFow ~00 to bey fertilizer. Now, in my 
cotmtry we hardly kriow what fertilizer means but everybody 
in the- East knows what that means in raising a crop. It is &ne
of the necessities; and his banker told him that he could n~t 
loan him the money: He said that while he was perf_ectly 
good, and he would be glad to loan to. him if he could loan to 
anybody, under the- orders of the Federal Reserve Boar<l he 
could not make a loan for the purpose of buying fertiliz~r. 

The man who operated that farm, and 9 ned itr was not 
quite satisfied. He doubted whetheu the Federal Reserve Board 
were eperating this thing in good f::l.ith, and while he ·had no
reason to doubt the- word of the banker. he thought he would 
see if he eould get eredit in. anothe di...l1ection.. So he drove 
around to the automobile- dealer in his automobile,. and said, 
"1\ly automobile is getting oW, and I have been thinking of 
buying a new one l wish you would look at it and see bow 
much you will allow me for it if I get another one just like 
it only new." The dealer looked it <Wer, toek him in and 
howed him the new one, and told him what he- would allow 

him en the old one. Then the Illrul£ said ''But I haven't got 
. the money. I wouldn't he able to pay yon the cash di.frer ... 
ence "-and it was a good deal more than $-§00 di:fference-J too. 
The dealer said, " That makes n0 di:fferen~e. - I wil:b take yow 
note~ Give me your note, get out of your . old machine, get in 
the new one, a.rut it will be all over." The man said, '' Do you 
do that with everybody?" He answe1red, '.'Everybody" who is 
good, like- you." The man sahl .. '' You can not carry all the 
notes, can :rou?" He- said, "ph, n.o; I won't carry yours I 
will tnrn it over to- the bank." The farmer' said~ "Will the 
bank take my note that way't" The dealer said, "Oh, yes; 

· there will be no trouble about that." 
But 10 minutes before the same bank would not take his 

note and lend him money to buy fertilizer. 
'l'he expansions which have taken plaee, which the Senators 

are boasting about so much, have been in other lines than in 
the lines o:f productipn. At least, the- farmer n-ow is unable to 
go to the bank and extend his note. It can not be don~. 

1\lr. President, in my humble judgment . the substitute which 
is offered by the committee is an improvement oveu the original 
seet,ion 2 of the joint resolution. It iS true that it .expresses 
only the opinion of Congress, and that is about all we can do,. 
1\lr. President; that is about a~ we do; whether' e put t~ 
word "directs" in it or not. I concede that we can not direct 
a discretionary action of an~ b-oard· or-' any executi e officer. 
'Ve ought not try. • 

But those who oppose this prop-osition are boastin~ that there 
is more money than ever in the country, and some· of thetn say,. 
" They can not have :lny more money unless we increase the 
reserve " If there is more money · in·. the country than ever,· 
which I concede, then we do not need any · more reserve, then. 
why not extend to the farmers of the country, who have these 
products ready for market, time to meet a better market, as 
this resolution sa.ys Congress thinks ought to be done? I think. 
the two sections work together. If the :first one is adopted, and 
the War Finance Corporation is rehabilitated, it will take them 
some time before they can get the machinery in order for the 
purpose of :financing the exportation of American pFo"ducts pm
c:luced on tl'l.e farm~ While they are getting the machinery in 
working order we ought to ca1'1'Y the farmers of · the country 
who own these products- for a few months untrr that machinery 
can tie perfected and put in order. -

Tn my judgment; Mr. President, even if the :first section about 
the War Finance Corporation wete not adopted, and only sec
tion 2 were agreed to, if it could be held a few months, I have, 
no doubt that most of these products will come up somewhat 
in value. There will be some of them, certainly, which will 
go up. If we do nothing, you will see wheat go up, n:nd the
consumer will pay the higher price. ·rt will go up just a:S' soon 
as they get it out o:fl fhe hands· of those who have produced it 
and into the hands of the speculators. 

l do not believe, l\1r. President, that a man ought to be com
pelled to apologize, when on the floor of the United. States 
Senate, who defends a proposition which is intended in good 
faith to assist the agricultuf'ists of this cotm.trY. I do not think 
th:it"it is becoming of Senators here to say m.·at those who favor. 
this legislation are not acting in good faith" and do not expect 
to get some good r-esultS' from this legislation.: We tnay not accom
plish· much:, perha.I>s, if we pass it, liut U th~ officialS' whose dutY 
it' iS' to c11.rry it out will earry it ott! in. good: f.aitbl,. there} is .:oot 
any question but what good will come froni it. 

Mr. POMERE~. Mr. President, I have li tened to this 
Q.ebate with a good deal of interest. It seems to me the primary 
mistake that is being made is this: We :ue speaking of thi bill 
in terms of cotton, or corn, or wheat, or hogs, or cattle, or iron, 
or copper. What we ought to do is to spe:lk of it in terms of 
cotton, and wheat, and corn, and hogs, and cattle, and iron, and 
copper. 

When. my very good friend, the Senator from Soutb Carolina 
[lUr. S~TH], suggest that the agricultural interests are alone 
suffering, or are suffering more than the manufacturing inter
ests) I excuse his suggestion because he perhaps has not inve ti· 
gated the subject. I realize that there is distress in agricul·, 
ture. But there is distress among manufacturers as well. My 
own city we delight to call the city of dive1rsified indusu·y. 

1\fr. SMITH of South Carolina. Will the Senator allow me 
simply to inquire, because it is impossible tO' understand thor
oughly Just the argument he is ruaking now, whether he means 
that the manufacturers of his section particularly are suffering 
from a lack of a domestic as -well as a forel!:m market? 

Mr. POMERENE. Yes, . I do; and I think th Senator will 
understand me- as I go along. 

1\lr. SIDTH of South Carolina. I ant to suggest to the 
Senator that the domestic market for his section is largely de
pendent upen the primary ability of the agricultural int re ts 
to mnrket their crop . 

1\Ir: POMERENE. I realize the argument that is mad · I 
have heard it many times. The State of Ohio is a St te 'of 
diversified industries. Agricul~e is suffering; manufacturers 
are suffering. For instance, in my own city the biggest plant 
we have, a. steel J)lant, which employs about 8,000 men, is closed 
down. Another concern which employs 4,800 is running now 
with about 700. · 

In the city of A.k:l.'on the> rubbe-r companies nre closing down 
or running not exceeding 20 per cent. One of these manufac
turers, who was in my office a few days ago-, who has been in: 
the hat>it of employing about 30~ men, now is employing 
about 2(} per cent; and that is the situation in many indu trial 
towns. In Youngstown, where iron and steel are king I am 
infocmed that none of the plants are .running to exceed' 50 per 
cent. 

When e speak of keeping these products on hand, that is the 
situation which confronts many of these manufacturers, par
ticularly in the rubber industry. They have thei1· warehouses 
bursting with raw material, whtch they bought at the highest 
price, or with the products which were made out of this high
priced material, with the highest-priced labor; and! they are 
obliged to cut their prices and ·then can find no market. 

I am not speaking of this because of any specia sympathy 
with the employing . manufacturers themselves, although my 
sympathy goes out to all o·f them; but what I am thinking 
about more than anything else is the thousands of men ho will 
be out of employment,., and no one can tell how leng. 

I · refer to' this beeause I take exception to the tatements of 
those Senators· who come here and plead for one special in
dustry. :Why can we not be as broad in our comprehensien of 
thi-s subject as the- Nation itself? I have no objeetion to the 
reference to the agricultural interests in the :fir t section of 
this joint resolution, but I hope _ihat in the prevailing condi· 
tions .whate er :we do here will be for the benefit of " agricul
tmal and other products." 

Let me go a step further. I have read most of the t estl· 
nrony which was taken before the· Committee on Agric11lture, 
and I think that they; have done a real service in bringing it 
to the attention of the country. I am not prepared to say tlul.t 
the Federal Reserve BOard have · not done their full duty, and 
if my good .friends from the West :md the South will look a.t 
this from every standpoint, I do not think they will say that 
they have not done their duty, because · I believe they want 
to be fair. . 

Now, Senators, let me make this suggestion : The Secretary 
of the Treasury is opposed to this joint resolution. Gov. 
Hamlin, as I understand it', is perhaps opposed to it. I think 
the Secretary of the Treasury is looking at this with reference 
tOl the burden it will be upon the Treasury, but this burden 
will be borne by the Treasury, if assistance is to be had, 
whether it is through the medium of the War Finance Corpora .. 
tion or directly from the Treasury. I do not know that this 
joint resolution is going to- do any good, but if that second 
section is" ellininated, I will vote for the :first part of it, with the 
hope tllat it may do 'some good. I think if the directors of the 
War Finance Col'poration will take up this work they may be 
able at least to help the country psychologically: I doubt 
whether it will be oi very much more assistance than that 

When our fri:ends- talk a:bout agricultur not being a specula· 
tive' proposition, while in tp.e primary sense it is not, l tltink from 
what I have heard our friends from the South and our friends 
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from the West say, they will not deny that speculation is rife 
V!-rith cotton and wheat and corn. I do not know how you are 
going to distinguish between the farmer who works his farm 
an<l the speculator who farms the farmer, when it comes to this 
kind of relief. 

The Senator from Virginia [1\Ir. GLA.ss] has called the Sen
ate's attention to what has been done toward assisting the 
agricultural interests. A part of that assistance comes from the 
Clewland reserve bank not because they do not need their 
money when things are booming, but many of the manufacturing 
plants in our section of the country are only running part 
capacity, and this money is not needed now, and they are en
abled thereby to help other sections of the country, and I am 
gla<l they are giving aid. 

Now, let me make another suggestion, and I lllake this par
ticularly to the Senators from the West and from the· South. 
No section of the country is going to prosper when it charges 
outrageous rates of interest. In my own State the legal rate is 
6 per cent; the contractual rate may be 8 per cent. Anything 
above that is usury. There are 12 States, including the District 
of Columbia, in which the contractual rate is 10 per cent
Arkansas, Arizona, District of Columbia, Florida, Kansas, Min
nesota, Nebraska, North Dakota, Oklahoma, Oregon, Texas, and 
Wisconsin. There are 10 States and Territories in which the 
contract rate is 12 ·per cent-Alaska, Hawaii, Idaho, 1\fontana, 
NeYada, New Mexico, South Dakota, Utah, Washington, and 
Wyoming . . No farmer or manufacturer can afford to pay 10 per 
cent or 12 per cent interest on borrowed money. Have your 
legislatures reduce their rates of interest and you will serve 
your States. 

1\Iy very good friend the Senator from Georgia [l\1r. HA.RRIS] 
offers his amendment limiting the rate of rediscount to 6 per 
cent. Is that going to help the farmer? Why, it enables the 
banks to get money at G per cent an<l, in these States to which I 
have called attention, to loan it at 10 or 12 per cent, and they 
take the difference. The farmers are not going to get the benefit 
of it. The banks will. 

The Senator from Nebraska [l\Ir. NoRRIS] bas offered a sub
stitute for section 2. As between the original section 2 and the 
substitute I shall vote for the substitute. If it comes to the 
adoption of the substitute I shall vote against it. 

Senators, it is a pretty serious problem to attempt to interfere 
with the administration of the great financial system of the 
country, which was so great and so good as to enable the United 
States to finance all of its war operations and loan ten billions 
of dollars of money to our allies. Let me suggest-and I say it 
with all due respect-that with the limitoo knowledge that 
anyone of us or all of us may have with regard to the financial 
system of the country as a whole, I do not believe we ought to 
try to tie the hands of the Federal Reserve Board. 

If any Senator will take the time to read the testimony of 
Gov. Harding-and I want to indorse eyerything that ha been 
said here in a commendatory way about him-he will find that 
many of the banks in the \Vest and the South that ought to be 
financing agricultural operations have not rediscounte<l a dollar 
of the bills receiYable of these banks. Other banks have redis
counted their bills recently, and perhaps they have gone beyond 
the line that good banking would suggest; I do not know. There 
may be one bank in one State that deserves and ought to re-

•ceive further accommodations from the Federal reserve bank in 
its district. There may be other banks which ought not to have 
them. That is a matter to be decided by the reserve banks and 
not by the Congress. 

I was a good deal interested in the story which was just given 
to us by the Senator from Nebraska [1\Ir. NoRRis] with respect 
to some banker who was not willing to discount paper for fer
tilizer, but was for the balance due on a new automobile. r do 
not know why the Senator should think that he could make the 
United States Senate believe that Gov. Harding was responsible 
for that. statement. That is the most amazing proposition 
imaginable, that a banker out in Nebraska should refuse to take 
a farmer's note for fertilizer, but would take it for the balance 
of the purchase price of an automobile. That challenges belief. 

Senators, this attempt, not to deflate but to prevent further 
inflation, was begun more than six months ago. In my own 
city of Canton last spring there was great need for 2,000 new 
houses, and the builders could not get the money. The houses 
were needed-! am sure of that-but the banking authorities 
felt that it would be unwise to encourage f11rther expansion 
along that line. Frankly, my judgment was, notwithstanding 
the local needs, that as a general proposition the Federal Re
sen·e Board was right. 

There is just one time when I get panicky, and that is when 
I see men in high authority trying to take away the restrictions 
from our financial system. If they could have their own way 

we would be on the way to the goal that has been reached by 
Franc.e and Germany and Ru ·sia. 

Oh, it may be-. that we can handle these things so as for the 
moment to make a little more money-are, a little more 
money mea ured in cheaper dollars-but, my friends, the day 
of reckoning;, if that system is to be in vogue, will be near 
at hand. To use an old Latin maxim, let us haste slowly 
when it comes to taking the restrictions away from this 
Federal reserve system, which is so well guard~d and bas 
served the country so well. 

l\fr. McKELLAR. l\1r. President, I believe the Secretary of 
the Treasury, or the directors of the corporation itself, made 
a mistake in discontinuing the operations of the War Finance 
Boaru. The bill creating this War Finance Corporation was 
approve!] April 5, 1918, while the war was going on. Five 
hundred million dollars, or so much thereof as might be neces
sary, was appropriated for the purposes set forth in the act. 
The corporation was empowered and authorized to advance 
for periods not exceeding five years moneys to any bank bank
ing, or trust company which had made loans to a b{rsiness 
whose operations " shall be necessary or contributory to the 
prose~ution of the war," and also to any person, firm, or cor
poratlOn that had bought bonds of the United States. In a 
like mnnne1.· it was authorized to lend money to reserve 
banks, banking institutions, or trust companies under the same 
conditions. The corporation was also in " exceptional cases " 
authorized to lend money directly to persons, firms, or corpora
tions under conditions named. The corporation was also em
powered to issue bonds "in an amount . aggregating not more 
than six times tits paid-in capital," these bonds to be exempt 
from taxation, except certain specified taxation. Now, of 
com:~e , it .was very prop~r for the Secretary of the Treasury 
to d1scontmue the operations of this corporation so far as all 
of these powers were concerned. Beyond doubt it should have 
been discontinued. 

On ~larch 3, 1919. the Congress amended the War Finance 
Corporation act as follows: 

SEc .. 9. That. the War Finance Corporation act is hereby amended 
by addmg to T1tle I thereof a new section to read as follows: 
. "l:i~c. 21. fa) 'l'hat the corporation shaii be empowered and author
Ized, I? order to. promote commerce with foreign nations through the 
el\tens10n of c~e~Its, to ml!-ke ad~ances upon such terms, not inconsistent 
with tpe provisions of this sectiOn, as it may prescribe, for periods not 
cxceedmg five years from the respective dates of such advances : 

".(1) 'l~o any per.son, firm, corporation, or association engaged in the 
busmes.s m the U.mte~ States of exporting therefrom domestic products 
~o foreign. <:ountnes, If such pers~n, firm, corporation, or association is, 
m t.J;Ie op1mon of the board of d1rectors of the corporation, unable to 
obtam funds upon reasonable terms through banking channels. Any 
such ad:ancc shall be made only for the purpose of assisting in the 
exportation of such products, and shall be limited in amount to not 
~ore than the contract price therefor, including insurance and carry
mg or transportation charges to the foreign point of destination if and 
to the extent that such insurance and carrying or transportation 
charges are payable in the lJnited States by such exporter to domestic 
insurers and can-iers. The rate of interest charged on any such ad
vance shall not be less than 1 per cent per annum in excess of the 
rate of discount for 90·day commercial paper prevailing at the time 
of such advance at the Federal reserve bank of the district in which the 
borrower is located; and 

"(2). To any bank, banker, or trust company in the United States 
which after this sect~on takes etl'~ct. makes an advance to any such 
person, firm, corporation, or assoc1at10n for the purpose of assisting 
in the exportation of such products. Any such advance shall not 
exceed the amount remaining unpaid of the advances made b;Y such 
bank,. b~nker, or trust company to such person, firm, corporatiOn, or 
assooatwn for such purpose. 

"(b) The aggregate of the advances made by the corporation under 
this section remaining unpaid shall never at any time exceed the sum 
of $1,000,000,000. 

"(c) Notwiths~andin~ the limitation of section 1, the advances pro
vided for by this- sectiOn may be made until the expiration of one 
year after the termination of the war between the United States and 
the German Government as fixed by proclamation of the President. 
Any such advance made by the corpor:1tion shall be made upon the 
promissory note or notes of the borrower, with full and adequate 
security in each instance by indorsement, guaranty, or otherwise. 
The corporation shall retain power to require additional security at 
any time. The corporation in its discretion may upon like secmity 
e:l!..-tend the time of payment of any such advance through renewals 
the substitution of new obliga1ions, or otherwise, but the time for the 
payment of any such advance shall not be extended beyond five years 
from the date on which it was originally made." 

SEc. 10. That section 15 of the War Finance Corporation act Is 
hereby amended to read as follows : 

" ~EC. 15. ~hat all net earnings of the corporation not required 
for Its operatiOns shall be accumulated as a reserve fund until such 
time as the corporation liquidates under the terms of this • title. 
Such reserve fund shall. upon the direction of the board of directors, 
with the approval of the Secretary of the Treasury, be invested in 
bonds and obligations of the United States, issued or convert6d after 
September 24, Ul17, or upon like direction and approval may be de· 
posited in m('mber banks of the Federal Reserve System, or in any of 
the Federal r<>serve banks, or be used from time to time, as well as 

~~ g~~EJs f~~~:d 0bytht'heco~g;;~i~tion~0 f~~ ~eiJ:r;~e r~~e~~~e~f1~~n a~~ 
hereby authorized to act as depositaries for and as fiscal agentt' of the 
corporation in the general performance of the powers conferred by this 
title. Beginning 12 months after the· termination of the war, the date 
of such tet·mination to be fixed by a proclamation of the President of 
the United States, the directors of the corporation shall proceed t o. 
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liquidate its asse and to wind up its affair , but the directors of the 
corporation, in their dl cretion, may, from time to time, prior to such 
uate, sell and dispose of any securities or other property acquired by 
the corporation. Any balance remaining after the payment of all its 
debt !':hall 1Je paid into the Trea ury of the United States as ml cel
Janeons receipt , and tber upon the corporation shall be dissolved." 

EC. 11. That the stort title of this act shall be " Victory Liberty 
loan act." 

It will be een from n perusal of this act that Congress 
simply uses the org::mi:r..a.ticn for the purpose of doing virtually 
an entirely separate thing, to wit, to increase our foreign trade. 

l\1r. President, I doubt whether under this amendment either 
the SeCretary of the Treasury or the board had any right to 
suspend the rights of the War Finance Corporation. In the 
amendment of Marcl1 3, 1919, it is said "beginning 12 months 
after the termination of the war, the date of such termination 
to be fixed by the proclamation of the President Qf the United 
State , the directors of the corporation shall proceed to liqui
date it asset and to '\\ind up its assets, but the directors of 
the corporation in their discretion may from time to time prior 
to such date sell or dispose of any security or other property 
acquired by the corporation under this provision of the law." 
Congress pecifically told the directors of the corporation what 
they could do at their di cretion. It ga\e them the right to sell 
and dispose of ecurities prior to the dis olution of the corpora
tion, but did not gi\e them the right to suspend wholly its opera
tions. The original purpose of the corporation was to make 
loans to a bu ine who e opeTations "shall be necessary or 
contributory to the pro ecution of the war." During the war 
this was done. ''hen the war was over Congress, in its wisdom, 
simply clir cted that U1e War F-inance Corporation machinery 
should be used for a wholly different purpose, namely, to aid 
exporters for a period of 12 months after the proclamation of 
the peace. That time limit has not yet begun to run. It is in
concei"rable that Congress would gi\e the Secretary of tho 
Treasury, as the bead of this corporation, the right to perform 
it functions or not do so, as he saw fit. There is no express 
autho1·ity in the act that he or the directors should su pend 
its operations at will. The purposes of this act are admirably 
et forth in a report by Senator Sn .. r:MoNs, which he filed on 

February 28, 1919, and to which I hall refer later. 
Mr. Presid. nt, . it seem to be the consensus of opinion that 

the first section of the joint re olution should be agreed to. 
That is for the rehabilitation of the 'Var lf'inance Corporation. 
Wit that I heartily agree. I think it is not a panacea, but 
will be productive of much good, and I shall -vote for it with a 
great deal of pleasme. I think it ought to pass, by n.ll means. 
I am sure it 'vill pass. · 

As to the second ection of the joint resolution there seems 
to be very great confi.ict. Some say it is a criticism of the 
Federal Re erve Boarcl. I indorse e\erything the Senator from 
Ohio [1\Ir. PoMERENE] and other Senators ha\e said here in 
reference to the great ability of the Federal Reserve Board and 
the magnificent work that institution has done for the count1·y 
during the six year tllat it has been in existence. 

I do not think there e\er was such a banking sy tern any-
. "·here in the "\\Orld as has been created under the dir ction of 

this board, and I think, genera.lly speaking, that it hri. ~ au
mini tered the financ:al affairs of the country iu a marvelou ly 
succe sful "\\ay. 

I have no criticism along that line to make of it. But I do 
not mean to say by that-and I do not think any of us do
that it is not po ible for the board to err at some time. I 
do not sub cribe to the doctrine that it is wrong, or even im
proper, for Jembers of the Senate, or for the Senate as a body, 
or Members of the llou e or the House itself, to give its or 
their ()"WD suggestions to the board. 'I think it ouo-ht to bP an 
advantage to the board to have suggestions from tlle body that 
created it. I e no reason wl1y those suggestion should not 
come. I can not imagine why the board should object to these 
sugge tions. 
. Along that line, I want to call attention- of the Senate to the 
time when the Federal Re erTe Board required that all loans 
should be made nt the legal rate of interest in the State ''here 
the money was loaned. For instance; Tenne see has a rate of 
intere t of 6 per cent, and under directions from the Comp
troller of the Currency no bank in Tenne ee was permitted to 
make a loan at a greater rate of interest than 6 per cent. 
.l. ·ow the Federal Re erre Board, while requiring loans at 

· 6 pe~· cent as a policy for tlle banks under its direction, has 
in tituted new arrangements by which a larger rate than 
that i in many instances charged by the Federal reserve 
banks them elves. Iri other word , the Federal ReseTve Board 
is violating its own rules as to interest .charges, and in a 
sen e has become a u urer. For instance, I am told by re
liable banker iu the city of 1\Iemphis, my home city, that they 
ba ye been charged auu have paid to t11e Federal resene bank 

as much as 12! per cent a interest for loan made by the 
Federal reser'e bank to that particular bank. This charge is 
-made uncler the deflation policy establi hed by the board. I 
do not me:tn to say that this 11o:icy of deflation is not foi." the 
best interests of the country. I think there is no ·erious differ
ence of opinion about that. We couhl not keep on~ as tbe 
Senator from Virginia: [Mr. ·GLAssl so well expressed it a 
while ago, at a 45 degree angle. We all reaJize that. 'Ibere 
must be a brake applied, but unuer the particular facts in the 
case I have mentioned, where a bank was given, ay. $1,800,000 
as its line of credit at 6 per cent, and then it had to pay a larger 
rate on the next $300,000, and on the uext. 500,000 at a still larger 
rate, and so on, and if it o.bon-o"\\ed. more money of the Federal 
reserve bank it continually increased the rate until in one case 
I know it to be the fact that the rate charged wa. 12! per cent. 
I think this is an unwise pnlicy at thi · time or at any time. 1 
do not believe it is necessary. 

That puts u in the anom~ou position of hating the Federal 
Re erYe Board require that bank in my State hould lend th~ir 
money out at a rate of interest not exceeding the legal rate, 
which is 6 per L-ent, and of it elf lending money to the e very 
bunk , in some instanceN ana in the manne.t· which I have 
tatecl, at 12! per cent. Of cour e, no bank could live under 

that rate of interest. It is quite a hardship upon bank . I 
say that not in any criticism; I say that merely in order that 
the Senate may ha\e tbe facts about it, so we may advi e to
getller and with tlte board, not in a spirit of ho tility, not in a 
8pirit of criticism of this g1·eat institution-the Federal ReseL-ve 
Board-but so that we may advi e together and consult to
gether and see if we can not do sometbing to better existing 
condition . 

Mr. SMITH of South Carolina. If tile Senator will allow 
me, spealdng about that 12~ per cent, I presume that that was 
under the operation of an amendment passed here in April, 
1920, that ga\e the Federal Re erve Board power to graduate 
and progre~s the rnte after· a bank had rediscounted a certain 
extent of it capital and surplus? 

Mr. M KELL.AH.. That is true. 
1\fr. GLASS. Mr. President, doe not the Senator al o know 

that that rate was not ~n acc-ommodation rate, but a penalty 
upon unwi e banking? 

l\!r. l\IcKELLAR. I do not tinder tand it in that way. I 
under tand that the Federal Reser\e Bank of St. Loui , for 
instance--! will not ran the name of banks in my State-an
nounced to the particular bank I ha\e in mind that it could 
ba;re a line of. credit of '1,800,000 ·at a rate of 6 per cent; that 
if they got • 500,000 more--and I do not mean to be accurate 
about the amount as they progres ed upward, but, say, $500,000 
more-they wouJd pay 7 per cent; that if they got $300,000 
additional they would pay 8 per cent, and o on, until this 
particular bank, which is one of the strongest financial insti
tutions in my State or in any other State, had to pny as much 
as 12! per rent for money that it wa compelled to loan in 
order to do the busine s with which it was confronted by its 
cu tomer~ . · 

Mr. GLASS. That was the univer al rule; it was not pecul
iar to the Senator's State. 

Mr. 1\IcKELLAR. I can not say n. to that. In another State 
I heard of a loan at 18 per cent. 

1\Ir. GLASS. And it was done, as the Senator from South • 
Carolina [1\Ir. SMITH] has aid, under the amendment to the 
Federal re ene act which Congre s deliberately and consider. 
ate1y passed in order, practically to restrict-and I might almost 
say to penalize-banks which made loans so far in exce s of 
their actual :resources. It is somewhat akin to the PJ;"Ovision 
of the Federal reserve act which puts a penalty upon the Fed
eral re en-e bank which default in their reserve requirements. 
·It is not n commercial accommodation, but a re triction, and 
the Federal Re erve Board and the Federal resen·e bank-s would 
be very much obliged by member banks refusing to as)r for re
discounts on a basis of that kind. 

Mr. McKELLAR. I un<lerstand that all that the Senator ays 
is correct; I nm not disputing that. 

Mr. DIAL. The arne mte applies to all banks in the arne 
di trict on the arne kind of paper. 

l\Ir. McKELLAR. Yes; except as to those who exceed their 
quota or limit, of course. It i a uniform rule upward, as I 
under tand it, the rate clepending upon the amount borrowed 
above the limit first fixed. 

1\ll'. GLASS. The Senator· understand that if that '"·ere not 
done, banks which do not exceed theil· limit would be placed at 
a very great di advantage. 

l\Ir. 1\lcKELLA..R.. I under tand the situation and the motive 
fo1· the law; it purpo e is good; tbere is no trouble about that; 
but it puts the Federal Re erve Board in this remarkable atti-



1920. OON·GRESSIONAL llEOORD-BENATE. 269 
tude, that that board which for nearly six years of its history 
has made this reyuirement anu in some cases llas threatened to 
penalize and perllapshus penalizeu ,banks-J: do not :1..-now that 
it has penaLzed •them, but I Oo know there have been ·threats 
of it-for loaning monE:y at o>er 6 per cent interest undel· this 
graduated zystem, this sliding scnle of credits,- the Federal 
I:eser>e bunk is making it itnpossible for the local bank to 
charge merely the Jegal rate •of interest in its ·purticulat State; 
otherwise it would go out of business; for, of ·course, 't woulil 
be impossible for it to continue in business under such circum
stances. 

It does seem ·to me ·that when we passed tllis law n.nd gave 
this authocit\1 we expected a treasonable interpretation of the 
power to .ruise interest rates, and J: say tllis not in a spirit of 
criticism. The practice, however, seems to have .gone beyond 
the limit which we hucl any reason to expect. •PJ:eviously the 
Federal resene banks had been loaning money at 3 and 4 per 
cent. I do not think any of us contemplated-! know I did 
not when I >oted for the bill-that the Federal reserve banks 
would he •lending money to member banks at any such rate as 
12! per cent under any circumstances. I can hardly conceive 
that anyone could 'believe that we intended such an authority, 
anll I doubt if any of us felt that it .would be done by the 
board. 

'ft seems to me to be of vast importance that tllis body at 
this time should fairly ana f:r.ank1y discuss these matters openly 
in ·the -senate and among ourselves and advise with the .Federal 
Reserve BoaTd, not in a spirit of criticism, for I think ihat 
there is not a Senator on th1s :floor, on whichever side he is, 
whatever may be his views about banking, who does not believ-e 
that the 'Federal meserve System is one of the greatest systems 
in the world; we do .:not want to change it; we do not want to 
hamper it; hut we . ;vant to ·.uphold in eYery ·way we can the 
men in charge o'f it. ~ not only conceae but 1 take the greatest 
pleasure in saying that they are doing the-very best .they can; 
they are doing a wonderful work; ·but I do not mean to Jndlcate 
by that that they •ar.e inia1lible. I think that tllese ·intere t 
rates might well be lowered. 'We might well accomplish what 
they are unde~i:aking to accomplish-that is, to defl.ate the 
credit conditions of the country, to check ·them, because they 
ougl1t 'to be checked-and J: believe that if the .matter .wer.e 
bundled in ..a little diff.ei:ent ·way b-y cutting out all speculative 
loan and 'loans were •permitted for _productive, commercial, 
agriculturaJ, and industrial purposes at a reasonable .rate o.f 
interest we should have .all the money •which is necessary .for 
proper purpOBes. Some method ought ·to· be found to ·cheCk 
these ·svecUlative loans of the country. ~ere seems to be now 
no effective checking of speculative loans. I believe it would 
be better for the ·whole country to ee.nter its attention upon 1:he 
checking of speculative loans rather than .che<lking agricul
tural, ·eommercial, ,productive, and industrial activities. 

1Ur. DIAL and Mr. 'KING addressed the Ohair. 
Jlir. McKELLAR. The Senator ·from South Carolina rose 

first, and I :\Yill yield to llim, and then 1I ·will yield to the SenatOI' 
from Utah in just a moment. 

1\Ir. 'DI~. I 'IDere.ly want to keep the record straight. I will 
ask the Senator from Tennessee if befor..e the Federal reserve 
bank act was passed it was .not .the lu.w that a national bank 
could not borrow uny more than an amount egual to its capital 
nnd surplus? 

1\Jr. 1\IoKEIJLAR. II'hat was true. 
Mr. DIAL. That was true at that time. Now, let us eon

sider the .rate of interest. It ·was graduated accordin.g to •the 
amount of the borrowings. Some of the banks have since 
borrowed six times the amount which they could originally hf.ITe 
borrowed! 

l\lr. 1\lcK:ELL.A.R. ;yes. 
~Ir. DIAL. 'In fact, I heard of one bank that borrowetl-Iorty 

times the amount which it could originally have borrowed. 
Now, does not the Federal reserve banks merely charge the 
higher rate of interest for such unreasonable ·accornmodntions, 
and is it ,not better for a mujority of banks to have a gradu
ated. chedule and a higher rate under such circumstances? 

1\lr. ~IcKELLAR. I agree with the Senator about that; but 
I hu>e hea:rd-I uo not say with assurance that my :uforma
tion is correct; it is merely 'hearsay; 'I think I saw it in -a 
news~per or ·it mqy be that some bankel' told me--that in 
the 1Kansas Oity district one bank paiU as lll:;h as 18 _per cent 
for money. ·However, 'I think uny such rate ,>f t"elli;co<~nt :1s 
8 -per cent or io per eent or 12 per cent is a matter beyond the 
realm of what that. bank ought to _pay. That .is my opinion. 
I may be incorrect about it, but I think it is well ior us to 
talk it over. I understand the econd section of the j'Jint Teso
lution .is to =be arnen<led by in erting ,the words " n. retl.sonnble 
rate of interest " instead of " the 'lowest possible rnte .of in-

te.:t:est." I do not see ·any objection to some expr:es. ion of Uurt 
sort, showing the desire af 1his body .-to be reasonable in its in
te.rpre.tntion of the penalty clause wbich we Jncm:pora ted in 
passing i:he sliding scale to which (l'eference .has lJeen made. 

l\fr. GLASS. 1.\!r. President--
.l.UJ:. McRIFlLL<\R. I yield to the Senator from Vil:girria. 
Mr. GLASS. I simply wanted to say to the Senate thnt I 

had occasion to make personal •inv'""e-Stigation of .the .Kun '<IS 

City charge. The rbank there from whlch that rate t>f int-erest 
was exacted .hall extended credit beyond all reason; us I recn.ll, 
it .had loaned eight times its capita1 and surplus, and I aoul>t 
very much ··whether the Federal !Reserve IBoara Should hu ,-~ re
discounted its paper at all. It seems to me the liank should 
ha.ve been closed. 

i\lr. '1\JcKELLAR. "I think that where a bank is required to 
pay such a rate of interest as 1.8 par cent for rediscounting its 
paper, surely tile Federal reserve bank ought not to lend 
that bank money at an. [ think to refuse a loan a.·ather than 
charge· 18 per cent would be a vel'y sensible thing to 6o, but 
for tthe "Redera:l reserye bank to take ad>antage of a member 
bank that is borrowing to •that e~tent b.y charging rit the enor
mous rate of interest of 18 per cent seems to me not sound bank
ing ·Policy, although 'I am not an e~ert banker :mil do not 
claim to be. It sa:vors pem:tliarly of •usw·y to me. 

Mr. GLA.SS. UJhe •reserye board was not taking adyantage 
of the conaern ; it -was 'helping the aoncern after satisfying 
itself that it might pay out. "'I ·very •muCh doubt \"'fhether •it 
even should 1have done that. 

'l\1r. 1\IcKEIJL.A.R. 'I 'DOt only doubt it, but [ ay it •ought not 
to lha.ve done dt, because I think that is the usual plea of all 
usurers, namely, "I am just helping the borrower out"; but 
the law steps 1in and says that 'he can ·not lend money ·to a 
borrower at any such •rat~ of interest. ll'he Federal reser>e 
bank, however, is permitted to go 1beyond that and. charge a slid
ing upward scale of •interest rates that are distinct1y usurious in 
their •nature. 

1\Ir. DL\L. IT'hey do not want to lend it ·to anyone else at 
any such rate. I looked into ·some of these excessive loans, an<l 
my information was that in sueh instances the hank was over
loaned with Government -securities or some such class of ·securi
ties, nnd thfrt tthe ·Feder.al reserve bank, of which ·it was a 
member, aid not want •to turn· it down, and., therefore, as ~an 
accommodation to that bank let it have the money .under 'the 
ciroumsta.nces ana not because •they wanted 'to lend them the 
money. · 
· 1.\Ir. McKEilL.A:R. IJ can only say ·about ·the ·bank in the city 
of Memphis .which 'I have in ·mind that ·there ·is not ~a ·more 
solvent institution in rthe country. It is one of 1:he ·great 
money-making institutions of my State; it llas been •mar
velously -suc<!e sfu1, ana is one of the most sttlole institu
tions not ·only in my State but in ·the country. 'However, it 
had to pay for a portion of its money in interest at i:hat rate 
in the way T have stated, as much as 12-! per ·cent, and I do 
not •believe any system or policy that would ,penalize a bank 
under -such circu.mstances is exactly right. 'I do 'Ilot mean 1:zy 
that to critici£e the Federal Reserve Board or the Federal 
Reserve System because of this injustice as •it seems to me, but 
I am merely calling attention 'to it with the hope that -tha.t 
particular arrangement will be 'modified, and the policy cor
rected by the Federal Reserve Board. 

i\1r. KING. 1\1r. ·President--
Mr. 1\lcKEJLLAR. I :yield to the -senator from Utah. 
Mr. KING. In citing the case from Kansas City to~which 

the Senator has just referred, does he not impliedly cctticize 
the Federal !Reserve •:Board because they granted too great 
CFedit •to that bank? 
~1r. 1cK:iELL.A.'R. Not the board; but I imagine that the 

Redernl reserve bank of that district, as •the Senator ·from Vir
ginia [1\lr. GLAss] intimated a while ago, acted rather unwisely. 
I would have thought so if I had been a member of the board, 
and if the institution we1·e in that kind of a condition I would 
nat have agreed to the loan at all. 

Nr. KING. Will the Senator pardon me again! 
iUr. l\I<lli..~AR. I yield. 
i\Ir. Kli~G. As I understand the -senator's discu ion, 'he 

concedes -the necessity of member banks maintaining a proper 
gold resene? 

1\Ir. I\lcKELLAR. 0b, of course. 
ll!r. 'KING. And he coneedes, of eourse, that loans shoultl nat 

be in excess of sound banking, and that sound banking must be 
pretlicnted upon a proper gold reserve? 

Mr. l\1cKEJLLA.R. 'Yes. 
1Ur. JWNG. 'Now, does not the -senator know that the Fed

eral reserve banks have gone to 1the -extreme in extending credit, 
so· that now in the ;{Jnited ·Stutes he reserves of many of the 
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banks are below. the legal requirement, and, indeed, all of the 
banks are perilously approaching that condition? 

1\Ir. McKELLAR. I do not so understand it. I understand 
that we are considerably above the limit of a proper gold 
resen·e. 

Mr. Sl\IlTH of South Carolina. Mr. President, if the Senator 
will allow me--

Mr. McKELLAR. I take pleasure in yielding. 
1\lr. Sl\IITH of South Carolina. The Comptroller of the Cur

rency and the governor of the Federal Reserve Board made the 
statement that there was gold available for the issue of further 
credit, in addition to that outstanding, of $2,000,000,000. That 
statement has gone unchallenged; and surely if the Comp
troller of the Currency does not know what he is talking about, 
some of the others that we are alarming so greatly may not 
know what they are talking about. 

Mr. KING. Of course, I am not in a position to challenge 
. the accuracy of the statement of my friend. 

1\lr. SMITH of South Carolina. It is printed, and I think I 
can get a copy o-f it and lay it before the Senator. It is con
tained in an official statement of the Comptroller of the Cur
r~mcy this year, as late as October, as I remember-that there 
was available fn gold reserve a sufficient amount to issue 
$2,000,000,000 mor-e of circulating securities in addition to those 

• we already ha-ve. Now, if the Senato1· will allow me, I do not 
think he will contend that the member banks have got to retain 
the 40 per cent of gold in reserve. There has got to be 40 per 
cent to redeem outstanding Federal reserve notes of the reserve 
banks, and yet they can go below that under a tax. The law 
provides that they may suspend it for 30 days and repeat thP. 
suspension if the condition of business justifies it. 

].\Ir. KING. I express no opinion as ·to the amount of reserve 
which must be held by the member banks. I should have some 
doubt about the statement attributed to the Comptroller of tile 
CurrE>ncv that there was that much gold available upon which 
to pr_edicate further issues; but that is not the point upon which 
I want to interrogate the Senator. I want to ask the Senator 
from Tennessee if it is not a fact that to-day :my member of 
the Federal reserve banking system that has proper reserves, 
that has not extended and expanded its credits beyond what is 
safe and sound banking, may go to the Fe(leral reserve banking 
system and get rediscounts for farm purposes or for any legiti
mate purposes? 

Mr. McKELLAR. That is not my understanding. My under
standing is that the Federal reserve banks in the several dis
tricts rate the various member banks in those districts, and, for 
instancE>, say that bank A in Memphis shall have a line of 
credit of $2,000,000 at 6 per cent, and then increases the rates 
on up for additional loans; bank B, a line of credit of $1,500,000 
at 6 per cent, and then increases the rates on up for additional 
loans; but none of them get it for any less than 6 per cent, as 
I understand, now. 

I am not sure that this automatic raising of the interest rates, 
this very large raising of the interest rates, is the wisest thing 
to bring about deflation. It seems to me that the better way 
would be to cut out speculative loans, which could be easily 
done, and after that is done there will be plenty of money for 
agricultural and industrinl and commercial purposE's, 'vhich 
mPans the business life of our country. 

For tl~at reason, Mr. President, I intend to vote for the sec
ond provision here as amended, for these reasons: In my judg
ment it constitutes no criticism of the Federal Reserve Board. 
This body aided in creating the Federal Reserve Board. Surely 
we may advise with them; we may give them our views about 
it. We do not require them to do anything. We merely give 
them these suggestions. Unless members of the board take the 
position that on financial matters they .are infallible, and that 
no one else has any right or knowledge on the subject, they 
will not be offended by what we are honestly and faithfully 
doing in our service to the people. 

It does strike me that under those circumstances it should 
not be considered by anyone that this is a criticism of the 
board. I surely do not intend my vote to be a criticism of the 
board or of the system, because I am· one of its stanchest sup
porters and have been from the beginning. But I shall vote 
for this resolution because I think it is a wise and proper 
measure at this time. 

Now, Mr. President, I want to refer for just a moment to 
this proposition in aid of the present situation so far as agri
culture is concerned. 

I understand that the farm loan act is held up or has been 
held up for many months by a lawsuit that is now pending in 
the Supreme Court of the United States. Of course, that law
suit can not be hurried. Nothing can be done until it is de
cided. It is very unfortunate, it seems to me, that the 

farm loan act is held up by a lawsuit, but when a lawsuit 
comes we have to look it squarely in the face and take the 
consequences. I hope I am not trespassing upon the rights or 
privileges of a coordinate branch of the Government when I 
say that I hope that court will soon pass upon the question, 
because should it be passed upon favorably it will tend very 
greatly to relieve the present Situation. If unfavorable, we 
might be able speedily to correct it. The farm loan bank is of 
the greatest advantage to the farmers of my State, and if the 
system were in operation now it would tend to relieve to a 
very great extent the conditions which exist in my State and 
in all the other agricultural States. I do not know whether or 
not we can do anything with it until that opinion comes in, 
and it is just one of the things that we will have to wait on. 
I hope it may come in soon. 

Mr. President, I wish to offer here a copy of a report made 
on the War Finance Corporation amendment filed in 1\farch, 
1919 : 
SECTION !?.-AUTHORIZATION OF LOANS BY WAR FINANCE CORPORATION 

TO ASSIST IN THE EXPORTATION OF DOMESTIC PRODUCTS. 

This section authorizes the War Finance Corporation to make loans 
to exporters and to banks, bankers, and trust companies until one year 
aftet· the termination of the present war to assist in the exportation of 
domestic products. Because of exchange conditions, thereby necessitat
ing some of the foreign governments putting restrictions upon our 
exports to them, as it is claimed, it is believed that this provision will 
materially help our industries in their production during the transition 
perloa and to maintain their export business. 

This section authorizes the War Finance Corporation to make ad
vances, for periods not exceeding five years, direct to any exporter 
engaged in the export business in the United States. if in the opinion 
of the board of directors of the corporation he is unable to obtain 
funds upon reasonable terms through banking channels. 

Any such advance shall be made only for the purpose of assisting in 
the exportation of such products, and shall be limited in amount to not 
more than the contract price therefor, including insurance and carry
ing or transportation charges to the foreign point of destination if and 
to the extent that such insurance and carrying or transportation 
charges are payable in the United States by such exporter to domestic 
insurers and carriers. The rate of interest charged on any such ad
vance shall not be less than 1 per cent per annum in excess of the rate 
of discount for !>0-day commercial paper prevailing at the time of such 
advance at the Federal reserve bank of the district in which the bor
rower is located. 

This section also authorizes the corporation to make advances for 
not to exceed five years to any bank, banker, or trust company in the 
United States which · after this section takes effect makes an advance 
to any exporter for the purpose of assistin~ in the exportation of do
mestic products. Such advances are to be llmited to not to exceed the 
amount remaining unpaid of the advances made b'[ the bank, banker, 
or trust company to the exporter for the purpose o exporting domestic 
products. 

The corporation can not have outstanding under this section and 
unpaid at any one time advances in excess of $1,000,000,000. 

'l'he corporation at the time of making any advance must require the 
promissory note or notes of the borrower, together with full and ade
quate security in each instance by indorsement, guaranty, or otherwise. 
It shall also retain power to require additional security at any time. 
Authority is also granted the corporation to extend the time of pay
ment of any advance through renewals or the substitution of any obli
gations or otherwise, but in no case can It extend the time fot· payment 
of the advance beyond five years from the time the advance was orig
inally made. 

Under the original act the War Finance Corporation is only author
ized to make loans for the purposes set out therein until six months 
after the termination of the present war. This bill does not change 
that limitation, but gives the corporation the power to make loans until 
12 months after the termination of the war .only for the purposes of 
assisting in tbe exportation of our domestic products. 

In the discussion Friday much emphasis was laid on the fact 
that under this amendment over $46,000,000 of busine s had 
been done up to the time of suspension. This propos_ition is 
effectively answered by· the following testimony taken from 
pages 21 and 22 of 1\Ir. Meyer's testimony: 

Mr. LAZARO. I was asking whether he considered that t};le only 
remedy. 

Mr. MEYER. I say it would be one remedy. 
Mr LAZARO. Can you think of any other remedy? 
J',{r: M.En:n. I prefer to answer that qne,stlon later, if I may. The 

business we were considering at the time we suspended operation 
amounted to $100,000,000. Naturally we wanted to issue the corpora
tion's bonds to raise the money, but there was no occasion to do it on 
account of suspension. For instance, a loan of $8,000,000 was made 
to a group of banks in various parts of the United States for the 
purpose of financing cotton exports, and the banks in turn had the 
secarity of a syndicate of all the important spinners of Czechosl<fvakia, 
guaranteed by the seven largest banks in Czechoslovakia, and the 
whole indebtedness in turn was guaranteed by the Government of 
Czechoslovakia. 

Under more or less similar arrangements the War Finance Corpora
tion financed the export of $12,000,000 of wheat to Belgium and 
$5,000,000 of condensed milk to various countries in Europe. At the 
time that it was requested by the Secretary to suspend financing 
exports it had applications involving the export of $17,500,000 of 
copper, $2,200,000 fabricated steel to Italy, $5,000,000 "Black Patrh" 
tobacco from Tennessee and Kentucky, $4,000,000 cotton to Czecho
slovakia for a large southern exporter, $25,000,000 cotton to Czecho
slovakia for a group of southern bankers, $3,000,000 for cotton to 
Italy by a group of bankers, $9,000,000 by a group of bankers for 
£'xport of cotton to Italy, $24,000,000 for the export of cottox. by a 
syndicate of banks beaded by one of the largest national banks in the 
United States, $2,400,000 by a group of bankers for coal to Italy, 
$4 000,000 by a group of bankers for cotton to Italy, $4,000,000 for 
ships to be bought or constructed in this country for Italy : in all, 
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$100,000,000 in applications promising practical results with adequate 
security, according to the opinion of the directors of the War Finance 
Corporatlon. 

The e are not repetitions; they arc separate applications, although 
they s-ound in some cases the same. In addition to the e _definite 
propositions, various other negotiations- were unde~ way for further 
extensive loans which no doubt would have materialized in large 
financing of exports ot various kinds of American products. 

Mr. President, I have another matter. I introduced a day or 
t\\'o ago an amendment that I want to offer to amend section 
3 of this act. That amendment is very brief. It is as follows: 

That factors' paper with cotton or other staple agricultural products 
us collateral shall be eligible for rediscount in Federal reserve banks. 

1\lr. President, I offer that now as an amendment. The pur
po e in offering that amendment is that under the original Fed
eral r<:>serve act I find these words, on page 25, under the 
powers of the Federal resene banks. It describes the paper 
upon which they may lend, and I quote as follows from that 
page: 

Upon the indorsement of .any of its member banks, which shall be 
deemed a wah·er of demand, notice and protest by such bank as to 
its own indorsement exclusively, any Federal reserve bank may dis
count notes, dr.afts, and bills of exchange arising out of actual com
mercial transactions i. that is. notes, drafts, and bills of exchange issued 
or drawn for agricrutural, industrial, or commercial purposes, or the 
proceeds of which have been used, or at-e to be used, for such purposes, 
the Federal Reserve Board to have the right to dete-rmine or define the 
character of the paper thus eligible for discount, within the meaning 
of this act. Nothing in this act contained shall be construed to prohibit 
such notes, drafts, and bills of exchange, secured by staple agricultural 
products or other goods, wares, or merchandise, from being eligible for 
such discount; but such definition shall not . include notes, drafts, or 
bills covering merely investmenrtl or issued or drawn for tlle purpose of 
carrying or trading in stocks, bonds, or other investment secnrit1es, 
except bonds and notes of the Government of the United Statefl. 

1\fr. President, to my mind that clearly includes what is known 
as cotton factors' paper. It has been construed to be a part of 
thnt power fl1orn the pas age of the act down until a few months 
ago, when this deflation process began. That paper of factors 
has been made, discounted in the bank, and rediscounted in the 
Federal l'eserve bank. It is known as commercial paper with 
bills of lading of cotton attached. 

Tow I want to explain to the Senate, as I did in part awhile 
ago, just what that means, and just what that system of bank 
business is. 

Cotton factors usually have the designation of "commission 
merchants " attached to them; for instance, "W. A.. Gage & Co., 
cotton factors and commission merchants .. " I will just tn.ke 
them as an illustration. They have been in business for many 
years, perhaps half a century, in the city of Memphis. In the 
spring of the year they lend money to the farmers to grow their 
crops. They lend it to them from time to time, taking rnort
aa o-es on their crops and such other property as the farmer may 
ha•.-e that they regard as good security. They lend the money 
from time to . time as the crop is in the process of being m-ade. 

1\lr. DIAL. The trouble about that is this, is it not: How are. 
you going to determine what interest the factor has in that 
cottoo? It does not belong-to him, except to the extent of the 
advancement he hns made. You would haVP, to safeguard that 
in some way, would you not? 

Mr~ McKELLAR. · That could be safeguarded without any 
trouble. It has been safeguarded through all the generations. 
I know it was a common practice when I was a boy, because I 
was a farmer, and borrowed money in that way; and it has been 
a practice ever since, to my certain knowledge. There never• 
has been the slightest question made by the Federal reserve 
bank until this system of deflation began. 

Under those circumstances, it seems to me it was an unwise 
proceeding; and, with all due respect to the Feder·al Resene 
Board, I think it is an unwise proceeding that a start should be 
made upon the men who deal with the farmer and who aid him 
in producing his crops. The farmer should have every facility 
for obtaining money when his security is good. 

Mr. P:resident, the result of this holding has been tliat cotton 
factors have either been injured and their customers, or many 
of them, ruined, ou they hav-e been forced to sell their cotton 
for anything they could get for it in order to obtain tlie monev 
to pay back the loans that had already been made. The holdint 
of the board has constituted an unlawful invasion of the rights 
of one class of our citizen . It has had a most depressing 
effect upon the price of cotton, and it has forced into great dis· 
tress many institutions and individuals who have fUrnished the 
moneys to produce, gather, gin, and market these cottons, and 
the farmers for whom they acted have been greatly injured. 

Mr. DIAL. Mr~ President--
Mr. McKELLAR. I yield to· the Senntor. · 
:ur. DIAL. I think these people should be allowed to borrow 

to the extent that they have advanced money; but the law in 
the Senator's State perhaps would not allow them to borrow on 
the margin that did not belong to them. 

Mr. McKELLAR. _Of course, no direction is given in my 
amendment. It merely says that that paper shall be eligible for 
rediscount; that is all; and it seems to me that unless we want 
to single out one of the great aids to production in this country 
and say that it shall not be entitled to credits, after the Federal 
reserve act specifically gives them the right, it ought to be done. 
That is the way it seems to· me, and I hope the Senate will look 
at it in the same way and agree to the amendment. 

The amendment I have offered is as follows: 
That factors' paper, with cotton or other staple agricultural products 

as collateral, shall be eligible for rediseount in Federal reserve banks. 

Mr. President, I do not desire to take the time of the Senate 
further. I merely ask that my amendment be -voted on at the 
proper time. I also ask up.animous ronsent to make a part of 
my remarks a resolution from the Tennessee Cotton Seed 
Crushers' Association and certain letters referring to the. subject 
under discussion. 

The PRESIDING OFFICER (Mr. ToWNSENt> in the chair). 
Without objection., permission is granted. The Chair hears no 
objection. 

The matrer referred to is as follows: 

In the summer or at 1he beginning of the early fall, when -the 
cotton begins to be gathered, they lend more money in order to 
pay for the gathering of the crop. When it is gathered they 
ha"'e to pay the ginne-rs, and then the marketing of the crops, 
the baullng of the crops to the city where the factor is located. 
Now, when that cotton begins to come in in the fall, the factor 
under this law and under well-established custom has been in 
the habit Of taking -th~ Wa ehOUSe receiptS for the C'OttOn and T:EXXESSEE COTTO~' SEED CRUSHERS' AssOCU.T~ON, 

attacJ;.ing. them to his paper and .going 't<? the bank and dis- Whereas the economic condition of the United s:!::pl~~' r~n:;lca 
countmg 1t for the purpose of loarung that farmer other money I to-day is ourid., but due to the contraction of credit and the absence 
to gather and market the remaining portion of the crop. If of exports there is much distress to agriculture, labor, and com-
there e-ver was a business which carne directly within the pur· mercial interests, with g.cneral stagna?on of busine~ ; and . 

· · . th' t f t , b · d . . Whereas the welfare of the entire agncultural and rndustrial Ufe of new of tftns act, IS co ton ac ors us1ness oes come WJ.tbin the country is seriously threatened by the low prices that now prevail 
the purview of the act. The cotton under these circumstances for aU farm products; and 
is treated by the farmer and the factor substantially as the Wher~s the ~ble oil. mills of the United. States, which. conv:ert the 
factor's cotton Alwavs before he has been able to borrow raw material mto fimshed pr~ducts and distrib?te them rn this coun-

. • " try and abroad, should continue to opernte m order to pro-vide a 
money on 1t; and yet the Federal Reserve Board recently ready market to the farmers for their products at fair and remuner,-
singled out this particular business, and safd: "We will redis- tive prices an~. assure the necessary sop].:llY of edible fats, cattle 

t ' tt f t s' • " . that th ld I feeds, and fertilizers to the country ; a.nd 
COTI? no m?re co on ac or paper ' ey wou on Y Whereas the representatives of the edible-oil-mill industry of 'the United 
red1scount 1t when the f'armers themselves made the notes States, at a called meeting held at New Orleans this 29th day of 
and sent them to the factor, and the factor would then indorse November, 1920, having carefully discussed all phases o.li the situa-
th~ notes, and they must have the indorsement of the farmers: I tion, do, therefore . 

That is an impracticable business. It can not be done in . Resolve, That the Cong~ess of the _Dmte~ States be l!rged to proce~d 
~- . . m the proper and most direct way, Immediately on bemg convened m 

more than a very few cases ; and the result has been that this December, to direct the toll owing departments of the Government to 
great line of business, which has probably been instrumental perform those duties for which they were created, to wit : 
in producing the greater part of the cotton crop, has just been First. _Tba~ the ~ecretary of the Trea ury restore i;be War Finan<;e 

, d · d dit t th b k Th t · h t •t Corporation Immediately and restore to that corporation the assets It eme ere a e an ~s. a lS w a 1 means. posses ed previous to its disbandment. 
Under those circumstances, I do not think it is a criticism Second. That the Shipping Board reduce all ocean freight rates to 

upon our part at all, but that it is merely expressing our view confo~m to conditions now 'existing and extend every possible help to 
t t ll b •d t th t th' rti~'~ul . . li 'bl f .Amencan exports. ? e oar • o say a. . IS pa ~ ar paper lS e gt e or Third. That the Federal ReserV-e Board be urged to reduce its dis-
discount and should be eligible. count rates a.nd extend credits in the present emergency. 

1\lr. DIAL. 1\fr. President-- Fourth. That the D~partment of Commerce be directed to use every 
Mr-. McKELLAR. ·I yield to the Senator from South Caro- facility of .the Government to assis~ in marketing the surplus agricul-

lina. ~g~;\ri:s~ mdnstrlal products of thiS country at home and in foreign 

' 
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MEMPHIS, TE~N., Decemb_er 4, 1920. 
Senator KENNETH MCKELL.AB, 

Washington, D. a. 
DEAR SIR: We, as well as virtually all the other cotton factors in 

this city, were caught with a large stock of last season's discolored cot
ton, a very small percentage of which was considered bollies, or real 
low cotton ; therefore most of this cotton would be classed as from low 
middling to strict middling, much of which is only slightly discolored by 
the weather. 

It is true that we had a little demand for this kind of cotton even 
up until this fall, and the buyer was able to fill his orders at most any 
price which he might offer; therefore we hardly see how we could be 
blamed for the carry-over. 

This fall's receipts began to sell for about 22 cents on our market, 
and down now to 15 cents and 15~ cents for pretty white cotton; otr 
grades are selling for 8 to 12 cents, and cotton seed are selling for $20 
a ton. -

At these prices you must know that .the merchants and cotton factors' 
collections for advances to make this crop would be extremely small
seldom more than 25 to 50 per cent, and in many cases even nothing 
after the rent is paid, and in most all cases their only security are 
mules, wagons, and farming implements, which, it forced on the market, 
would not bring 25 per cent of their value the first of this year. 

We will admit that our banks are helping us carry over the large 
stock of old cotton, but are continually calling for a margin as the 
price declines, for which we could not complain, and are continuing to 
put. up as long as we have any security, which is now about exhausted. 

It IS hard to get in more of this year's crop than barely enough to 
pay the interest on renewals and rents, and consequently we are grad
ually bleeding to death. 

It might have been necessary for the Federal reserve banks to have 
increased the rate of interest in order to have stopped the inflation, 
but it does seem that the thing has gone far enough, and that they 
could afford to reduce their rate so that our banks and trust com
panies could lighten up on their interest; a few exceptions, however, 
but we are still paying on very many of our loans from 7 to 8 per 
cent. · 

We know that you are interested in our behalf, and hope that you 
Senatot·s will have no trouble in having something done for our relief, 
such as the reestablishment of the War Finance Board, and even more 
than this, if possible. We need immediate relief; I do not see how we 
can wait until after next March. 

If there is not a market opened up for our product somewhere and 
better prices obtained soon, the wreck to the most conservative business 
men of the South will be terrible. 

Hoping that you appreciate the situation and will lose no time and 
spare no effort on your part in securing relief. 

We beg to remain, 

Hon. K. MCKELLAR, 

· GEo. T. WEBB & Co., 
By GEO. T. WEBB. 

PHOEXIX COTTON OIL Co., 
Dyersburg, Tenn., December 3, 1920. 

Senate Chamber, Washington, D. 0. 
DEAR SIR: This is to advise that a large number of the managers 

of the cottonseed oil mills from all the Southern States met in confer
ence in New · Orleans to discuss the serious conditions of their trade, 
due to the general business and. industrial depressions and lack of an 
export outlet for products. 

It was the sense of the meeting that present prices of cotton Reed and 
cottonseed products are much below the cost of production. Many oil 
mills have already closed and others are forced to consider taking 
similar action. · 

In an effort to relieve the present deplorable situation, the following 
resolutions were unanimously adopted: 
Whereas thP. economic condition of the United States of America to-day 

is sound, but due to contraction of credit and absence of exports there 
is much distress to agriculture, labor, and commercial interests, with 
general stagnation of business ; and 

Whereas the,. welfare of the entire agricultural and industrial life of the 
country is seriously threatened by the low prices that now prevail 
for all farm products, which prlces mean irreparable loss to the 
producer ; and 

Whereas tile edible oil mills of the United States, which convert the 
raw material into finished products and distribute them in this coun
try and- abroad, should continue to operate in order to provide a 
ready market to the farmers for their products at fair and remunera
tive prices and to assure the necessary supply of edible oils, fats, 
cattle feed, and fertilizers to the country; and 

Whereas tlie representatives of the edible oil milling industry of the 
United States at a called meeting held at New Orleans this 29th 
day of November, 1920, having carefully discussed all phases of the 
situation, do therefore 
Resolve, That the Congress of the United States be urged to proceed 

in the proper but the most- direct way immediately on being convened 
in December to direct the following departments of the Government to 
perform those duties for which they were created, to wit: 

First. That the Secretary of the Treasury restore the War Finance 
Corporation immediately and to restore to that corporation the assets 
it possessed previous to its disbandment. 

Second . . That the Shipping Board -reduce all ocean freight rates to 
conform to conditions now existing and to extend every available 
as !stance to American exports. 

Third. ·That the :Federal Reserve Bonrd be urged to reduce its dis
count rates and extend credits in the present emergency. 

Fourth. That the Department of Commerce be directed to use every 
facility of the Government to assi t in marketing the surplus agricul
tural and industrial products of this country at home and in foreign 
countries. 

Your efforts iu .helping to relieve the condition will be appreciated. 
Yours, very truly, 

Senatot· K. l\lcKELLAR, 

D. W. MESS. 

TEXNESSEE BRICK & TILE Co. (INC.), 
Dyersburg, Tenn., Decen~bm· 1, 1920. 

Se1wte Olzamber, Washington, D. a. 
DEAR SIR: I am quite sure you to some extent nre familiar with the 

~eneral financial conditions of your people, but am of the opinion that 
ft is even more serious than you have yet realized; therefore urge you 
to use your influence in the Senate ·to give us some relief, 

All classes of business are embarrassed financially to the capacity 
including jobbers, manufacturers, retail merchants and farmers none 
of them being able to meet debts due, much less those soon to mature. 

I have had experience as an office m.an and manager of busine $ for 
over 30 years, passw~ through pa;'lics of 1893, 1903, 1V07, and 1914 
and have never expenenced anything to equa'l this. ' 

'l'hcre is a feeling among the more intelligent class that this could 
have been avoided by the Federal reserve bank not ;lettating the cur
~~~~~ri~ig~. great an extent anc:l the continuance of the War Finance 

There is a general hope that when Congress reconvenes they will 
demand that the War Finance Corporation shall again be made to func
tion and that Con.gress will demand that the Federal reserve b&nk 
lower the rates of mterest, so as to save the business interests of this 
country from bankruptcy. 

Knowing tha_t you are deeply interested in the welf:lre of vour 
people and destre to sen-e them in a way most acceptable to them 
will say that I know a Congressman or Senator that will put forth 
bis best. efforts along this lin~ will be greatly appreciated. 

Assur1_ng you that I appreciate you.r past re~orc:l as a representative 
anc:l ~eehng confident that Y.ou are wtHmg to accept advice from your 
constituent and that you will do all you can 1:0 relieve thlngs I am 

Yours, very truly, ' • 
C. C. Moss, 

Secretary for Above-named Company, 
PreBident anfl Manager Baker-WatkinB Sz:pply Co. 

M.r. llANSDELL. 1\lr.'PresiUent, I will detain tile Senate but 
a few moments. I am decidedly in favor of this joint resolution 
l\1r. President, but there has been so much said about it alread~ 
that I shall not attempt to analyze it further. The amend
ment suggested by the Senator from Nebraska [~Ir. NoRms] 
js entirely atisfactory to me. I believe it puts the 1,econd sec
tion of the joint resolution in better form, aucl I shall o-ln•lly 
support it. o 

I wish first to read a telegram from the New Orleans Cotton 
Exchange, dated New Orleans, La., December 8, and nddre sell 
to me here : 
Th~ N~w Orleans Cotton ~change earnestly requests your a si tance 

in brmgmg about such actiOn through executive or legi lative inter
ventioll as will accomplish the reinstatement of the War Finance Cor
poration for. relief and restoration of commerce to normal lines. We 
are not asking g:overnmental as istance to hold cotton or other pro
duce for speculatn;e purposes or to force higher prices upon con umers 
who have equal rights with trade and producing intere. t . We con
tend, however, that justice and equity demand that the National Gov
ernment, which financed trade movements for foreign nations during 
the war to the extent of many billions of dollar should aid in foster
ing and clearin~ the channels of American trade' sufficiently to enable 
us -to sell to others and to enable other to buy from us the produce 
which is clogging our trade avenues. If the people are to continue 
payment of taxes for the support of the Government and liquidation 
of interest on our national debt they can only do so through the main
tenance of trade relations which have been rudely shattered by the 
cc:mrse of foreign exchange and the drastic collap e of values of all 
krnds. The problem which confronts us is beyond the ability of indi
vidual enterpris~. calling for joint action which can only be securecl 
through Government intervention. We ask that intervention for the 
restoration of normal conditions through which ·production may be 
maintained on natural lines and values may reach a proper level 
based upon a world-wide law of supply and demand. We are con
vinced that only by such means may the interests of the Nation as ri. 
whole be subserved, and producers and consumers, employers and em
ployees, be placed upon a just and equitable level. The South L nobly 
stemming the tide of adverse conditions. We ask only that the War 
Finance Corporation clear the obstructions from our trade. We will 
do the rest. 

EDW. S. BUTLER, Presi4ent. 
M.r. President, the people of New Orelans to whom I have 

talked-the merchants, bankers, cotton men, and bu iness men 
generally-believe that very great assistance in the marketing 
of cotton, the great crop o.f the South, will be given by the 
revival of the \Var Finance Corporation. Personally, I am 
very strongly of that opinion. I sincerely hope that Congr ss 
is going to pass, ana. pass quickly, the joint resolution provi<.l
ing for the revival Qf the War Fifian~e Corporation, and ex
pressing our opinion, as set forth in. its second section, that the 
Federal .Reser\e Board should do everything possible to extend 
additional credits and lend money at c11eaper rates if that ex
tension of additional credits and cheaper money be consi tent 
with sound banking; and that is as far as t:qe joint resolution 
goes. 

l\1r. President and Senators, I wish to call the attention of 
the Senate to a very important proposition which has not been 
touched on here very much. The United States raise the prin
cipal portion of the cotton crop of the world. .Fully two-thirds 
9f the cotton of the world is produced in America. I know 
personally, because I am a cotton grower, that the pre ent pl'ice 
of cotton is at least 50 per cent below the actual cost of pro
duction. On my own plantation I am sure that every pound of 
cotton raised by me this year costs me 60 per cent more than 
I could now sell it for. 

Had it not been for the high p1:ices prevailing for cotton 
during 1917, 1918, and 1919, there would be very great distress 
iii _ the cotton sections of the South. The people of the South 
made ll great deal of money last year and the year before. 
They were very prosperous when the year 1920 was ushered in. 
But their money has been spent. Never was there so expensive 
a crop as that of thE!· current year. Wages were higher, food-
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stuffs of every kind for man and beast were higher, farming 
implements of every kind were higher. The crop was very, 
very expensive, and now it is -selling away below the cost of 
production. 
. 1\lr. President and Senators, if we do not get something like 
an approach to the cost of producing this crop, what is going 
to happen to the next crop? What will happen to the world if 
we do not succeed in making at least a reasonable crop of cot
ton next year? We must, as Senators, look f~Tther than the 
ends of our own noses in considering a great question of this 
kind. We must look not only to the marketing of the crop of 
the current year, but to the production of the crop of 1921; 
and I.say to you, sirs, in the most solemn manner, that in my 
judgment, unless some provision be made for the orderly mar
keting of this cotton-! am speaking particularly of cotton--:-at 
a price at least approaching its cost, the people of the South 
will not be financiaDy able to _make another crop. It. is not 
what they would like to do, Senators, it is what they will be 
able to do. 

There is no farm crop with which I am familiar-and I hav_e 
been farming more or less all my life-that is anything like so 
expensive as cotton. I have heard it said frequently that it 
takes 13 months in a year to make a crop of cotton. I have 
myself often seen people picking in the fields the crop of the 
previous year when plowing the lands to begin the crop of the 
current year. 

Cotton is a very expensive crop to make. It is made almost 
entirely by hand labor. Machinery helps very little in making 
the crop. You can plant it by machinery; you can break up 
the land by machinery; but when that is done you have told 
the whole story. You have to cultivate it by hand labor. You 
have to harvest it by hand labor. 

Where the money will come from to make another crop I do 
not know. The banks are already loaded up. The commission 
merchants are loaded up. The farmers have·spent what money 
they had, and they can not sell the crop they have now, even 
at the ridiculously low price at which it is quoted. 

I think one of the functions of government, Senators, is to 
assist its citizens to find markets for their products; I do not 
.say now, mind you, to find high-priced markets, but find mar
kets for their products. 

We have no markets now. You can not sell the cotton of 
the South. Even at the present quotation in the New Orleans 
market of 14i cents for middling cotton you can not sell it. I 
do not know what price would force it to sell. If it were put 
down to 9 or 10 cents a pound, speculators might be found who 
would buy it. But the mills are holding off from the market; 
they are paying no attention to it and buying only in very 
small quantities. · 

Let me read to Senators a very helpful article appearing in 
the Baltimore Manufacturers' Record of December 2, quoting 
from a great English spinner-mind you, an English spinner
located in England. He is a man who consumes the cotton of 
the South, and he tells the southern farmers to "hold on to 
their cotton like grim death." It is surprising for an English 
spinner to say that. I read just a few lines from this very able 
editorial on page 117 of the Record: 

Some weeks ago we mailed to every cotton mill in America and to 
leading mills in Europe a pamphlet entitled "A Plea for the ~otton 
Growers of the South," in which are set forth some facts in re~ard . to 
the cost of cotton raising and to the economic slavery in wh1ch the 
South lived for many years by reason of the low price for cotton. 
T. Haythornthwaite & Sons (Ltd.), English cotton manufacturers of 
Burnley, writing under d~te of November 8 to the Manufacturers' 
Record, say : 

"We have received your booklet entitled 'A Plea for the Cotton 
Growers of the South,' dated September 9, 1920, and our Mr. W. Hay
thornthwaite bas read it through several times with very great interest. 

"The statement -which you make and the information given is some
thing entirely new so far as Lancashire cotton-cloth manufacturers 
are concerned. 

"We have felt, like yourselves, the disability obtaining when buyers 
persistently hold off, and we have found that whenever the price of 
cotton shows a consistent rise from a low level to a high level the 
buyers of cotton and all the various kinds of textile goods from all 
over the world become very anxious to secure their season's supplies. 

That is what they are doing now. The buyers of .America 
and the buyers of England and the buyers of all the world are 
holding off. 'Ve can not sell our cotton because there are no 
buyers for it. The article continues: 

"We can quite believe that the price of cotton shows a loss to the 
grower, and we are of the opinion that trade will not revive until the 
raw cotton begins to lift its bead from the present very low levels. 

"We are of the opinion that all the markets of the world require 
cotton goods in very large quantities, and we also believe they will not 
purchase until a rising market is in operation ~ • 

"Our experience has always shown that to have a large volume of 
trade confidence in the stability of prices must obtain. 

"In February of this year cotton was quoted in Liverpool at 28.40d.; 
to-day the quotation is 14.50d., and in view of the rate of exchange the 
price, we consider, is very cheap. 

LX-18 

" The solution to the whole position rests with your people as to 
their ability to hold the goc':l~ tcotton). Our advice is • hold on like 
grim death.' -

" Will you please forward us the average cost of growing cotton at 
your convenience? " 

Here is an admission by one of the important cotton manufacturing 
concerns of England that 1t bas been heretofore wholly ignorant in 
regard to the question of the c~st of cotton growing in the South and 
the conditions under which the farmers of this section have had to live 
during the last 50 years by reason of the poverty prices of cotton. 
They take the very proper view of the situation that on a falling mar
ket people will not buy cotton goods, and that, though the markets of 
the world need vast quantities of cotton goods, they will not be pur
chased until there is a rising market. 

Then follows a further most interesting discussion by this 
paper, which I will not take the time of the Senate to read. 

Mr. Pre~ident, the people of the South are going to hold on to 
tlieir cotton until they can get some one to buy it. Tb.ey can 
not make people come and buy it. They are obliged to hold on 
until some markets are open to them. The mills in this country 
are living from hand to mouth, manufacturing no more than 
they are ~bsolutely obliged to manufacture to keep up with 
their orders; the mills of the Old World are buying practically 
none; and unless some help can be given for the orderly market
ing of the cotton, not holding it for high prices, but the orderly, 
businesslike, sane marketing, during the course of the next six 
or eight months I predict, sirs, that there will be very little 
cotton made next year-not because the people do not wish to 
make it. 

Speaking of myself, I do not know what else to make on my 
plantation but cotton, and I am in the same situation as many 
others. I would like .to make it, but how am I going to furnish 
bread, meat, clothes, shoes, seed, and feed for live stock for all 

, the people who live on my property and depend on me for every- . 
thing unless I can get a little something for the cotton which I 
made this year and which is now locked up in a warehouse in 
New Orleans? It has not been sold, and if I were to try to 
sell it to-day I could not find a purchaser. You ' must help me 
and all others to market their cotton in an orderly way. 

Is there any reason why a crop which takes 12 months to 
make should be marketed in 3 months? If we are working 
at it hard for 12 months in the making, why should we not 
market it during a period of 12 months? Yet the old rule -has 
been to rush the cotton onto the market and force a sale of it 
within three months. There is no business sense in that. 

·All that the joint resolution looks to, and all that it expects 
to accomplish, is that we will assist export corporations, formed 
under the provisions of the Edge law, to export, in an orderly 
way, in a gradual way, the cotton of this country. · 

I hope that_ it is going to go up some in price ; I sincerely hope 
so, but whether it goes up or not, when a demand comes from 
the countries of the Old World, when we have export corpora
tions created and assist them in t11eir financing by the War 
Finance Corporation, taking securities of the Old World, we 
will begin to ship the cotton. We will gradually get rid of it, 
and then we will have a little money with which to make and 
gather a new crop. I tell you, Senators, this question before 
you is a serious matter for the United States and for the world, 
iri so far as it relates to cotton. 

Now, just this thought to wheat and meat growing sections 
of the country. The South has not been a very large producer 
of meats nor of wheat. · It has furnished one of the very best 
markets that the people of the West; the meat and wheat 
growing sections, have. I have often heard it said that the 
southern man raised the cotton, and that he had his storehou~e 
or warehouse in the North and the West. There he goes for his 
oats, his wheat, his meats of every kind. To some extent the 
South is getting out of that position; to some extent it has been 
raising its own corn, its own wheat, its own oats, its own meat. 
Unless we get some help in handling our cotton, and continue to 
raise cotton, those of us who continue to live on the farms will 
devote a ·very large p.:;rcentage of our ground to foodstuffs of 
every kind and sort. ·we will be compelled to do that. It costs 
much less to plant land in corn, oats, or hay for pasture and 
grazing hogs, sheep, and cattle than it does to plant it in cotton. 
One farmer can handle 40 or 50 acres in oats, corn, or hay, 
but he can not cultivate and harvest more than 10 acres in 
cotton in the Missi~sippi Valley, where I live, to save his life, 
and his wife and children have to help him then. 

So, you see, unless we can get some help we are going to turn 
to other things-the things which have been engaging the 
farmers of the North and West-and our people, who have 
been their best customers, will become their competitors, as we 
will raise more of these things than we need for home con
sumption. 

This question interests all _ of us. There is a selfish interest 
in it. We of the South are interested just as much as you of 
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the North and West are to -see you get a good price .for 3~our 
wheat and meat, and you ~re interested to see us get a good 
living price, and no more than a .living price, for onr cotton. 
Senators, this is a matter of \ery great importance. I ear~ 
nestly hope -that without further delay the Senate will adopt 
the joint re olution. • 

JHr. HEFLIN. Mr. President, I dia not intend to ·take :part 
in the debate upon this very important and meritorious meas
ure. I, with other Senators, was willing to remain silent in 
order to en(l the debate as soon as possible and pass the joint 
resolution, which we believe will carry a large measure of relief 
to the distressed farmers of the South and West. 

The Senator from Connecticut [Mr. l\1cl.EAN] referred to the 
testimony given by Gov. Harding, of the Fe<leral Reserve Board, 
before the Committee on Agriculture and Forestry, and quoted 
him as saying that farmers ·of the South were trying to 'borrow 
money to enable them to hold cotton that they 'had been carry
ing for two and three years. I -can not allow that statement 
to go unchallenged. The facts do not warrant anyone in sffYin.g 
that any considerable number of farmers are carrying cotton 
produced two years or even one year agq. I do not want the 
impression to pre,ail here or elsewhere that onr farmers, mer
chants; and bankers, who are honestly and Sincerely seeking 
:financial aid in the marketing of t1:ris cotton crop so as to pre
vent tremendous losses are trying to decei-ve 1:he public or 
work a " skin game" on the Government. 

I do not know of but one farmer in Alabama who has on hand 
now any of the cotton crop produced in 1919, and 'he 'has only 
about 15 bales. I have only heard of three farmers in all of 
the cotton belt who still "bave some of the cotton produced in 
1919. The fact is that crop has been consumed. 

1\fr.- President, while I regard the Federal Reserve System as 
the greatest banking system ever written, I must say that, in 
my judgment, the Federal Reserve Board made a grave mistake 
in undertaking to bring about deflation as rapidly as it has. 

\Ve are now in the aftermath of a great 'Worl-d War, ·and in 
order to prevent disastrous losses in the .business of -agriculture 
and commerce, deflation must be brought about slowly and in 
.an orderly way. The matter of deflation can not be accom
plished in a brief period of time without .Producing disastrous 
results to the agricultural industry and other industri~s in 
the country. 

Mr. President, I am anxious to reach a -vote on the pending 
measure as oon as -possible. I feel that 'there are Senators 
enough 'here favorable to this legislation to secure its passage, 
n r1 I shall refrain from making any (lengthy observations lbt 
CJ~ ... time. Quick action is what is needed now. Delay is dan
gerous. 

To unnecessarily prolong the debate in the face of the urgent, 
crying need of legislative action would present a situation like 
unto one presented where a dwelling house is on fire and the 
inmates are cr-ying for aid, and the fire engine is needed and 
ready to be used in extinguishing the flames, and some one 
should appear upon the scene and s~y that while he favored 
bringing out the fire engine and also -favored extinguishing the 
flames he desired to submit a few observations as to how 
the engine should be brought out and how it should be used 
after it was brought -ont. The house would burn down in· the 
meantime. 

There ·are Senators here who, I am sure, -do not understand 
the distressing condition of the farmers of the s 'onth and West. 
If they did understand the situation just as it is, I do not be
lie\e that there would be any hesitancy on the part of anyone 
in this Chamber in coming quicldy to the relief of the farmers 
of our country. 

Gov. Harding, of the Federal Reserve Board, is quoted us 
haTing said in a speech out in Indiana the other day that if 
the "farmers would be patient prices would adjust themselves." 
]\1r. President, I am reminded of an experience tllat I had as 
a boy. In company with other small boys, we found . an ox 

'ho had fallen into a bed of quicksand ancl he was trying his 
best to get ont. Instead of going after somebody to get the ox 
out we stood and looked on while the ox and sand adjusted 
themselves. They did adjust themselves •. but when the period 
-of adjustment was ended the ox was dead. If Congress refuses 
to go to the aid ·of the farmer in i:his hour of his great dis
tre-~s and the prices of farm products are 1eft to adjust them
sel\t:'S, the farmers of the South and West will be swallowed 
up in the. :JUicksand of bankruptcy and ruin. 

'There is money in great abundance in the country, and it is 
the duty of the Government at a time like this to do the thing 
necessary to bring it out of its hiding place. If the interest 
rates are rajsed upon the people in the cotton-grewmg States, 
as -was the case, from 4t to '7 per cent, and ·the margin of 
profit was so small that banks were unable to handle the 

-cotton, as they did when· fhe tate of intere~t \Yas, as Jn J919, 
4t per cent, and hec:mse of th:rt _ituatiou money went to New 
Y.ork, :here the 1·ate of int~rest on call money wn.<:< more in
viting, then it is the dut.v of Congre s to direct the Federal 
Reset"Ve Board to do the thing nece nry to bring relief to the 
great agricultural industry of the country. 

But, .Mr. President, the suggestion is made that we ought nat 
to instruct or direct the Federal Reserve .Boa:rd as to just 
what we desire done to relieve agriculture at this critical time. 
Why not? Senators in this body \oted for a bill which di
rected the Interstate Commerce Commission ·to permit .the rail
roads to make 5i per cent upon their inT"estment, but when we 
undertake to get .money for the farmer at a .reasonable .rate 
of interest in order to sa\e him from iinancial ruin :we are 
warned against the danger of such a course nnd told that we 
are undertaking to pass a piece of class legislation. I would 
reminq Senators that the Interstate Commerce CommiSsion 
has . jurisdiction over .pipe lines and other agencies of trans
portation and yet the Senate did not name a single one of 
them, btrt specifically pointed out "in a bill that passed both 
branches .af ·congress that the Interstate Commerce Commis
sion should permit the railroads to make 5! or 6 per cerrt 11pon 
the money that they had inlested. _ 

Why .are we not justified to-day in this body in directing tP.-e 
Federal Reserve Board to go directly to the :rescue of fm·mers 
who are selling their products at prices far below the cost of 
production? \Vhy not direct ,that board to give special atten
tion and immediate relief so far as possible to a condition o 
desperate as rthat wbich confronts farmer, merchant, and 
banker· in the agricultural regions of onr country? 'llhere is 
testimony 1n the hearings before the Oommittee on Agriculture 
and Forestry to the effect that farmers in the West are selling 
their corn 44 cents per bushel below cost of production. Let 
me say just here that cotton at 15 cents a pound, the price now 
quoted, is 15 cents a pound below . the cost of production. Do 
you think that it is fair and •right to permit the farmers of 
the South and West to bear the brunt of all this slump in the 
price of their ,Products? Do you not think it fair and just that 
we should recognize the fact that this dreadful and disastrous 
condition was brought about not by our farm~rs but by war? 

All admit that the conditions from which they suffer were 
_produced by a war for wbich they were in no wa;ys re ponsible, 
Mr. President, but their boys had a great deal to do with put
ting that war down, ana some of those boys sleep in France, 
where the poppies grow, and to-day their surviving comrades 
in the South and West .are calling upon the great Government 
wbose flag they followed when the life of the Nation wns 
imperiled to see to it that the · evil effects of that war shall 
not destroy the peace of mind and property of those 1:hey love. 
I went to New York a few days ago, making some inquiries 
into the cotton situation. I went upon the floor of the New 
York -cotton Exchange, and I saw them selling cotton down 
and down. A gentleman told me that Great Britain speculators 
in Liverpool were selling our market short, selling thousands 
and thousands of bales for the purpose of beating down the 
price of cotton so that they could get it and sell it to Germany 
for more than a dollar a pound in German money. 

Is the American cotton producer to be pillaged and plundered 
in tlus fashion by cotton s_pectilators in n foreign country while 
our own Government sits by and win1..--s at the gruesome game? 
Senator., in ~919 our farmers received 40 cents a pound for 
cotton. The price was driven down~ a few days to 30- cents a 
pound. Do you know how much loss the cotton farmers sus
tained on a 10,000,000-brue 'crop when the price fell from 
40 cents to 30? . It was a loss of $500,000,000 for tile farmers 
in seven States to sustain. The manipulators did not stop 
at reducing the price to 30 cents, they broke it . to 20 
cents, and if cotton had been sold at that price our farmers 
would have lost $1,000,000,000. They did not stop there, they 
beat the price down to 15 cents, and that represented a lo-s of 
$1,250,000,000 which the .farmers of the South would sustain 
if forced to sell at the ruinous prices now obtaining. Do you 
wonder that these farmers are c.rying out for deli v~ance from 
conditions that mean their undoing. 

The grain growers of the \Vest a.re ·uffering in much the same 
fashion. They owe money and those to whom they owe it are 
asking that their debts be paiCI. · If they are forced to pay with 
produce-selling under the cost of production they suffer tremen
dous financial losses. 

Then what will h~ppen? r will ten you what will happen ln 
the case of cotton. Cotton is just as certain to go back to a 
price above 30 cents as we llve and God reigns, because the 
fal•mers are not going to sell it at the low, destructive prices 
now being offered. As the Senator from Louisiana [:Mr. RANS· 
DELL] has said, they are going to hold it. When they hold it 
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the spinner at home and abroad has got to have it, sooner or 
later. The supply of both is nearly exhausted,_ and when they 
are forced to come into the spot market and buy the price is 
bound to advance. 

What is happening? Suppose the farmer should have to sell 
this cotton now; what would he see later on? He would see 
the speculator who bought it at 15 cents a pound sell it in 90 
days, maybe, for 30 cents and above. Why not aid him in ob
taining a profitable price? 

I wish to remind the Senators from the West-and they are 
supporting this measure very heartily, I am glad to say-that 
we buy mules from your people, and for the last year or two 
we have paid you $300 each for plow mules. If the price of 
cotton is beaten down to around 12 or 15 cents a pound, we 
shall not make 6,000,000 bales next year, and the price of mules 
will be less than $100, or around $100 each. So by destroying 
the purchasing power of the cotton producer you injure the 
mule business of the West. We buy meat from the West; we 
buy grain from the West; and it is hurting the people who 
produce mules, grain, and meat when we cut down the pur
cllasing power and the debt-paying power of the South, That is 
not all. 

The automobile business is hurt in the South, and every other 
business is hurt because the farmer, merchant, and banker 
are tied up hard and fast on account of the low price of cotton. 

The Senator from New York [l\1r. CALDER] told the Senate 
of the situation that he found in his recent tour through the 
South and West. He said that this call for the revival of the 
activities of the War Finance Board does not come merely from 
farmers, but comes from merchants, bankers, and business men. 

Senators, I think that the psychological effect of the passage 
of the pending joint resolution will simply be marvelous. With · 
$500,000,000 of capital to start with, and the ability to issue 
$3,000,000,000 more on top of that, the resumption of the 
functions of the War Finance Corporation is going to have a 
marvelous effect. What will it do? The men who are hiding 
their money in order to hold back until the price of cotton gets 
to the ground and the price of grain gets down to the ground 
and then buy it and hold on and make hundreds of millions of 
dollars will say, "Unlock that vault and let that money come 
out; these people can get money from the Government; th~ 
can get it from the War Finance Board, and we had better get 
back into the market." And they will. So we will have that 
aid. 

Why not let it go out to the country that we have not only 
revived the War Finance Corporation but that we have in
structed the Federal Reserve Board to lend all encouragement 
and aid possible to the farmers? I think that we need such 
a provision in the joint resolution, because the impression has 
gone forth that the Federal Reserve Board has been asking 
for the curtailment of credit. Why did we put into the law 
that the Interstate Commerce Commission should permit the 
railroads-naming them-to make 5! per cent upon their 
investment? Is it any more unfair or unjust to name the 
interest of the farmers than it was to name the railroads? One 
of them constitutes the great arteries of commerce and the 
other produces that which feeds and clothes the world. 

What are we to do? In one of the orders issued by the 
Federal Reserve Board in one of the districts they said, " It is 
the business of this board to control credits and the volume of 
currency." What does that mean? It means the power of life 
and death O"\ .. er the money supply and credit of the country. If 
it is being so controlled that it is not flowing properly, and 
where it ought to go," what is the duty of this Government in 
the premises'? It is to direct where money shall flow to prevent 
great :financial losses to the people who need aid at a time 
like this. 

Mr. McCU1\IBER. Mr. President, I have a letter from Beach, 
in my State, upon this particular subject; and as the writer is 
a farmer himself, and suggests several remedies that ought to · 
be applied in this case, I shall ask that it be read by the 
Secretary. I have already spoken upon this subject, and do 
not wi h to take up further time. 

This writer suggests four remedial propositions. The :first 
is the prohibition of :fictitious sales; the second, the extension 
of farm credits by the Federal reserve banks ; the third is an 
immediate embargo upon the importation of Canadian wheat; 
and the fourth is the strengthening of the Federal land bank 
Law, and the elimination of the red-tape requirements of that 
law. 

The last speaker on this subject has stated that he would be 
glad to stand with the West upon any proposition that will be 
helpful, The most important thing that is suggested in this 
connection is the matter of prohibiting importations for some 
time. Any law of that kind would not affect cotton, to be sure. 

:J 

There are no imports of cotton, and therefore any embargo 
against the importation of cotton would not affect us in the. 
least. 

Mr. RANSDELL. Mr. President, will the Senator permit 
me to make a correction? We impo_rted 690,000 bales of cotton 
last year. 

Mr. McCUMBER. Yes; there is a little Egyptian· cotton im~ 
ported. 

l\fr. RANSDELL. May . I be permitted to say that 690,000 
bales is not a little. 

l\Ir. McCUMBER. Comparatively, there is only a very little. 
In this instance, however, it has not been asked, but in the 
farmer's instance it is asked. Our complete remedy is in the 
embargo proposition. There were loaded, I think, half a dozen 
ships at Port Arthur only the other day to haul millions of 
bushels of grain from Canada over to Buffalo; and at the same 
time that these Senators are advocating some method to ex
port our grain, Canadian grain is coming into this country 
in these unprecedented quantities. I suggest·again that we had 
better stop the importations before we seek to provide some 
method by which we can export the same number of bushels 
that we are importing. 
- "\Ve only raise in the United States annually about 750,000,000 
bushels of wheat, just a little more than is necessary to feed 
the American public for one year. If we will give the farmers 
who raise that wheat the American market for one year, I 
think the subject will very nearly settle itself; but if to the 
little surplus that we would have to sell abroad we are to add 
in the year all of Canada's surplus, amounting to about 150,-
000,000 bushels, we shall have a more difficult task before us. 

So I may have, before I get through here, an opportunity 
to ask the Senator from Alabama to join with us in an effective 
remedy. I shall vote for this measure, because I think it may 
do some good. I should equally vote for every one of the 
propositions contained in this letter, because I believe that each 
one has some merit and all of them together might produce the 
result needed. 

I ask that the letter may be read from the· desk. 
The PRESIDING OFFICER. Without objection, the Secre~ 

tary will read as requested. 
The Assistant Secretary read as follows : 

BEACH, N. DAK., December 7, 19£0. 
Ron. P. J. MCCUMBER, 

Unitea States Senate Chamber, Washington, D. C. 
SIR: As a farmel· I desire to call your attention to some things ·of 

which you are well aware and in which all farmers are vitally 
interested. 

The recent tremendous fall in the price of wheat to $1.17 on the local 
market here when the actual cost of producing wheat in my case was 
about $2.50 per bushel, and I know that the cost of production in my 
case was much lower than most of the farmers in this part of the State. 
From ali I can learn there was nothing to justify the price of wheat 
ranging as low as it did. Authorities are all agreed that there is a 
great shortage of wheat in the world to-day, and yet notwithstanding 
this the farmers of this country are compelled to produce their wheat 
at a tremendous loss. We can not expect the farming interests to 
prosper under these conditions ; in fact, if they continue the farming 
industry in this country will be destroyed. Now, it seems to me that 
this is a national question and one that ought to be dealt with by 
the National Congress. 

As a first remedy it is pretty well-nigh the unanimous opinion of 
the farmers of the country that the present practices of speculation 
on the boards of trade ought to be abolished; that fictitious sales of 
wheat when no delivery of the same is intended should be prohibited 
absolutely. 

Another thing that would help is a more liberal extension of farm 
credits by the Federal reserve banks. The present attitude of those 
in control of these banks is to ignore the demands of the farmers, and 
put all available money at the disposal of the speculators in the great 
eastern centers. The Federal reserve banks of North Dakota have 
absolutely failed to assist the farmers in any manner. The farming 
industry is entitled to credit when backed by good security ju t as 
much as any other industry, and in its present condition it needs the 
aid of that credit if it is not to be ruined. 

Provision should be made for the immediate shutting out of Cana
dian wheat when conditions arise such as we have just passed 
thl·ough. . · 

The present Federal land bank law should be strengthened so that 
loans could be made to farmers with less red tape than under the 
present law. This law should be put in such shape that a man 
without land and without money, but with a knowledge of farming 
should be enabled to acquire a farm at a low rate of interest and 
covering a long period of time. The present tendency of tbe f4lrming 
industry is to drive the farmers off the land. We want legislation that 
will encourage those who are on the land to continue to stay there and 
to enable others to acquire farms. The farmers of the country are 
united in their support of the principle underlying the present land 
bank, but they want the functions of this bank enlarged. 

I hope that you will give the above matters your earnest attention, 
and if there is anything I can do toward aiding you in bringing about 
better farming conditions I will gladly do so. 

Yours, respectfully, CoNRAD FAKLER. 

l\1r. CALDER: Mr. President, the other day when the senior 
Senator from Georgia [l\1r. SMITH] was addressing the Senate 
I interrupted him and referred to an experience I had in the 
West and South during the month of November. 
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Mr. President, I am chairman of a subcommittee of the Senate 

which is making a nation-wide inquiry relative to housing con
ditions in the Nation and matters pertaining to housing. Our 
committee took it upon themselves, however, when we discov
ered the great business depression about the country, to inquire 
into the general business situation. Wherever we· went we 
inquired of the bankers, merchants, and farmers just what they 
tliought would bring the greatest relief in this emergency. It 
is contended everywhere that although this country now has a 
surplus supply and Europe arr unfilled demand- the law of sup
ply and demand has beerr set aside through the breaking down 
of the medium of credit exchange. 

I am going to read some extracts from the statements made 
to our committee in its examination of conditions throughout 
the West and South-the statements of some of the leading 
men of affairs in the part of tile country we visited. 

.1\Ir. James B. Forgan, chairman of the board of directors of 
the First National Bank of Chicago, Ill., and perhaps one of 
the greatest bankers in the country, said this: 

r was in accord with the action of the Secretary of the Treasury jn 
su pending th War Finance Corporation, but due to changed condi
tion it might be helpful to resume. It would be too bad not to adopt 
every facility we have to help out at the present time. 

Mr.• Henry G. Wallace, editor, of Des Moines, Iowa, one or 
the best-informed agricultural writers of the country, says: 

Revi-val of the War Finance Corporation would relieve the situatton 
as to meat !Uld farm products. 

l\lr. B. F. Kaufman, president of the Bankers' Trust Co. of 
Des Moine , Iowa, said : 

Some system of establishing_ credits so that foreign nations could 
buy would as ist us in solving the wheat problem. Bankrupt coun
tries can not buy our commodities- unless we extend them credit. I 
believe that there is 10,000,000 bushels visible supply of corn now as 
compared with 4,000,000 visible supply a year ago. 

1\fr: EDGE. ~Ir. President--
The PRESIDING OFFICER. Does the Senator yield to the 

Senator from New Jer;oey? 
l\lr. CALDER. I yield. 
Mr. EDGE. If it will not interrupt the Senator, :following 

the opinion the Senato~ has just read as to the large supply 
ot wheat which could. be sold abroad, if we reestablish rbe 
\Var Finance Corporation for the purpose, u.s: is frequently ex
pres~eu, of extending credit in order to finance: the purchasing 
abroad of wheat and to increase the price in order to meet the 
situation, as it is frequently described, that at the pre cnt 
prices the farmers will lose so much money that they can not 
afford to sell, and witb. tl!.e importation of wheat, nO\V thor
oughly under tood, from Canada at lower prices, how eoultl it 
be pos~ible to help eA.-port or sell this American wheat in the 
face of that ituation if we had 50 .finance corporation ? 

·:Mr. CALDER. 1\fr. President, in reply to the Senator from 
New .Ier e.r, I do not see how it is pos ible fo:c us to sell high
priced wheat in Europe just now, no matter how many w:-tr 
finance corporations we have and how we permit them to ex
tend credit for foreign financing. I do believe, Mr. President, 
that with the demand for wheat undoubtedly existing in Europe; 
if we read aright the newspaper , at the low price at which 
wheat is selling now it would be possible fol' us to finance its 
exnortation. 

1\rr. EDGR I am rather inclined to agree with the Senator. 
Then that will not solve the problem we hear and read so 
much about, that at present prices the grain farmers will be 
ruined and that this particular legislation will sblve this prob
lem and raise prices. 

Mr. CALDER. l\fr. President, I have no idea that this legis~ 
lation is going to raise prices. I believe it is going to provide 
facilities for farmers and manufacturers in this country to get 
rid of their products at the present market prices. We were 
told in the West by many men that there was a foreign market, 
but they had no credit by whica they could bring their goods to 
that market. We have been talking in this Chamber for months 
against high prices, and r knew, too, that th~ condition of 
affairs now apparent throughout the country was bound to 
come, and I am not sorry it is here. We had to have this defia 
tion, and had to have this lowering of prices, and the business 
men and the farmers of the country hu.ve to make up their 
minds to take their losses. 

But, l\fr. President, if it is. po ible anyhow, any place, any
where to afford an opportunity to dispose of the crops and the 
products of the factory at the present prices, then let us.. do it 
by all means, and gh·e us an opportUility next spring to resume 
business again. · 

Now, Mr. President, referring again to what Mr. Kaufman, 
pre. ident of the Bankers' Trust Co. of Des Moines, said: 

I think it would be helpfUl if there were some system by which the 
Government through a revolving fund could help foreign nations estab
lish eredJts. I think loans to American banks through the War Finance 

Corporation would be advisable at this time and would be helpful in 
the movement of American products, and that it is mol'e desirable than 
attempting to finance commodities in. warehouses in this country. 

That is in line with the contention of the Senator from Ne'v 
Jersey [Mr. EDGE]. 

Mr. Albert A. Reed, vice president of the United States 
National Bank of Denver, said: 

Little or no. progres has been made in our efforts to reduce the 
volum~ of credits .. There is no margin or credit available fol! invest
ment m fixed capital. The chief causes for our inability to reduce 
loans are the collapse of tbe wool market, the shortage of grain ears 
in ~ugust an~ Septe~ber, the reluctance of farmers to market" their 
gr~ at' prevailing: pnces, the decline in prices of live stock, etc. Any
th;ing that would mcrense the orderly marketing of farm products or 
mmeral. products or any other American products would increa e the 
prosper1ty of the entire country and' would be reflected here. 

Mr. Flower, pre ident of the Fidelity National Bank. & Trust 
Co., of Kansas City, saiu: 

We hav~ bad a very acute financial situation in Kansas City for 
tlic. last s1x months, and it is not through y~t. It started in last 
prmg at the time the Grain Corporat1on withdrew its heavy depo~i 

which they had in. the national banks of this city totnling orne 
$27,000,000. The banks were not able to liquidate as fast as the with
drawals were made. Since that · time we have had to financ th 
wheat crop, and when it came to di posing- ot the wheat crop which 1 
the big ready money in this section, the car shortage was' felt and 
when we got cars the . prices kept dropping down and the farmers re
fused to sell. The countl•y banker has carried his farmer who bas 
withdrawn. his deposits, a.nd the shrinkage in deposits during the pa t 
few months has been very gi"eat, perhaps 25 to 30 per cent. It i the 
wheat-· and cattle in this section that afl'Pcts us. I would think that 
trom a banking point of view and from the point of view of the pro· 
ducers of American products who can not fiull markets that an e.mer· 
gency exists.-

Mr. C. P_ J. 1\looney, of 1\Ieruphis, Tenn., said at St. Louis: 
Foreign buyers are practically out ot the ma ·)tet' for dark tobnc<' 

grown in Tennessee and Kentucky by F>ome 0.000 Rmall farmers, whose 
crops last year amounted to about 40,000,000. . venty-five per· cent 
of it has been marketed to France, Germany, Italy, and Spain, very 
little being marketed in this country, and that only tor snuf!:. Inas
much as the American market is limited, the inability to export brings 
distress to the people who have. been producing the dark tobacco. We 
thought when rice dropped to a dollar this summer there woulrl be 
add d domestic consumption ot rlce, but apparen-tly the people or th 
United States clo not appreciate rice as a food <'rop. We have ex
ported much of the stuff we have grown. Until the wnr broke out it 
was cotton every fall that brouj!ht back the gold from Europe. It we 
are to sell to France, Germany, Italy, and Spain, and other continental 
countriP.s, we must finance these sale~ The Nation . curerl a victory 
in the World War and we must now bring It about so that tlie exchange 
ot world products throu~bout the world can be r umed. I believe the 
Wa'Y is by means of the .ll;dge bill :md by the resUmJ?tlon. of some of th2 
work that was done by the War Finance CorporatJOn. 

Mr. Heeht, president of the Hibernia Bank, of New Orlenn , 
is perha:p one of the greatest bankers in the S-outh, if not ono 
of the greatest in America. He has just completed the organ
ization of a six-million-dollar bank tmder the Edge Act, the first 
one that has been completely organized- in thi country. 1\Ir. 
Hecht said this : 

The suspen~ion of tire War Finan.ce Corporation activities at the time 
they were suspended waR justified, but Lam quite convinced that tlle 
complete change of conditions since tbat time would fully justify it 
resumption. Six months ago we all had the honest belief that we hall 
a shortage and. underproduction ot ev r.ything, but we now find our
selves with an apparent tremendous oversupply. The demand for prod· 
ucts has declined in the same ratio as price . Nobody likes to buy on 
a rleclining market, but there are a great many countl1es that have not 1 
only a desire to buy but.an urgentdemanu for some of the very products 
we are talking about. These countries are not able to _get the good 
because there does not exist financial machiner,v to make it pos ible for 
them to buy. The War Finance Corporation d1d a great deal to rell ve 
tha.t situation, and the organiation...of one or mor Edge banks. can help 
out some, but it would help ten times as much if the War Finance Cor
poration could function, because otherwise the functioning. of these 
Euge banks will be more or less limited'. 

Charles De B. Claiborne, vice president of the · Whitney Cen
tral National Bank, of New Orleans, saitl this: 

Europe has nought very little [cotton] this year. We tried to obviate 
that by the formation of a three-million-dollar bank under the Edge Act 
but. we gave up the idea because the- War Finance Corporation, we 
understood, was not to function normally. I believe it was very dis
astrous, because, if you will notice, sugar, rice, cotton, and other com
modities have gone below the cost of production, and it is going to 
cause a great" deal of bai:dship· throughout the South if something i not 
done. There is no market at all and we look for a very slow liquida
tion in the next six months unless something is done to assist us to 
export commorlities. I think resumption of the activities of the War 
Finance Corporation would be one o:t. the most" potent factors in helping 
the present financial situation, iiL helping the orderly marketing or 
products. 

Mr. President, I have numerous other comments on thi sub
ject from other bankers of the South and West, but I will not 
take up the time o"f the Senate to discuss them just now. 

Let me say, llr. President, that there is no question in my 
mind-and I speak as a New Yorker, representing the greatest 
State in population and weafth and in the way of conservativ 
business--speaking for that State, because. I have tested the 
judgment of the leading business men of New York, there is 
no question in my mind that the revival of this War Finance 
Corporation wiLl do much to facilitate our foreign busin'e s. I 
am sure it will be helpful, and I am sure that the great body 
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' of the busine.ss men of America would be glad to see •it 

r~vived. The. p ychological effect of it would be wholesome, 
and I am cronfi.dent it ·would do much good in the country as a 
wbo~e, both in ·the agricultural sections and industrial sections 
as well. 

, ;llr . . SPENCER. Mr. President, I want to vote- .for this joint 
re oluti.on, because the purpose which it has in view meets with 
my support, · as it does doubtle~s with the supp<rrt of ·every 
Sepatol! on the floor. 
~et I ho.ve two objections to _the joint resolution, both oi 

which are 'Obviated by a ~ub.stitute which I had printed S~tur
llay, and which is upon the table,. and which I will now ask
that the Secretru.-y may read. 

1The PRESIDirG OFF.ICIDR. WHhout ,objecti.on, the Se<:.re
tary. will read the propo ed substitute for ihe information of the 
Senate. 

l\:Ir. HITCHCOCK. The Edge Act; and moreover the other 
legi.slation whim Congress bas passed }}as facilitated greai.ly 
the -combination of manufaetnre1·s for the e~m:tation of their 
goods. 

And there is -still another reason. Duri.og the existence of 
the War Finance CorpQration, most of its fioan,cial aid was ex
tended to manu:factuJ.·ing ·institutions for the exp<rrtution of . 
their goods, the obvious~ J·~ason.. for that being that they were 
J:ffidY to apply to the Wa ~ Fmance Corpmation and in a posi
tion to .receive the aid of the War Finan(!e Corporation. But 
when we come to agricultural products~ no such machinery ex
ists; it is more difficult to find any organization ready to apply 
to• ibe War Finance Corpwation. The agricultural p1;oducers 
are not united, as are :the manufacturers, in great corporations. 

So one of the e.rious evils from which we we suffe.ring •at 
ibe present time is ·that the agricultural interests ·Of the Sonth 

The llEAPIXG CLERK. 
and insert: 

Strike out all after the resoJving clause and the agricultural inter~s of the West have lacked orne 

That in the judgment of tlle Congress the ' War Finance Corporation 
s.bould re rune its operati~ns. 

f:EC. 2. That the Federal Reserye Board.· should fully <:_ooperate in 
wch renewed activities o! the War Finance Cor.poration. 

Mr. SPEXCER. 1\Ir. ·President, i:here is an old legal proverb 
that hard cases make bad laws. There undoubtediy is the hard 
ca e here, the situation both with regard to wheat -and cutton, 
as well as other agricultural and ,industrial products, and it 
m.a. well can ·e anxiety. But if you attempt, in curing the- c.ase, 
to formulate concrete and detmled directions, either to the War 
Finance Corporation or to the Federal Reserve. Board, you ha\e 
e tabli bed a pr.ecedent which is dangerous. I ·do not know 
why it is that the price of wheat has diminished as it has. 
There are· 29,000,000 bushels less in the harvest of last- year 
than the average of the last 10 years. There is a hungry world 
needing wheat and tile exports have been twice as great as the 
normal expO'rts. of wheat, and yet, in spite of those two facts, 
which would naturally mean a rising market, we have had a 
constantly declining market, to the detriment of the farmers in 
e-very section of the land. 

' My own ·judgment, in· passing, i that tl1e cause ·of it lies in 
the ab enee of investm~mt buying; I mean to ay in the buying 
on the part of millers ancl manufacturers who -normally, when
ever the prices of wheat began to decline in view of a iuture 
crop, bqught heavily and ~topped the decline. In the pres-ent 
finan~ial condition @f the country 'they · buy only from hand to 
mouth, and when the market started to decline the purchasing 
tbat had always heretofore stopped the decline was not In·es
ent and the decline continued until we are met with the situa
tion which we have to-day. 

This j<rint re olution, · as it is offered, confine the attention 
of the 'Var Finance COt'poration to the r habilitation in the 
financing of 1:be exportation of agricultural products to foreign 
markets. That is good. The· encouragement in the ef.'.Porta
tion of ngricultnral pr')ducts· to .foreign markets is· neees ·ary ; 
so i encouragement of the exportation of copper, of farm irnple
.rnent , nnd of indushial products. 

l\Ir. S":\HTH of Georgia. Mr. President--
The PRESIDING OFFICER. Does the Senator. fl-om 1\lis

.souri yield tO' the ·Senator from Georgia? 
1\lr. ·PEXCER. I yield. 

· .lr. SMITH of Georgia. I shall offer in a · few minutes, be
fore the Senator's substitute is ~ote<1 · upop, an amendmeut 
adding " and other," so that ·it "\vill read-
the cxpo.rtation of agricul.tuJ·al and other: prouucts to foreign mark~ts

b.L·oadening the pro~i.sion .so as· to ·include all. 
1\Ir. PE~CER. I thank the Senator from Georgia. .As is 

always the case, his amendment .is helpitil, and tn my judgment 
it does strengthen the joint resolution. 

But why specify any article of export? Why say to the War 
Finance Corporation, "Encoumge wheat, encourage cotton, 
encourage agricultural production," and refer to other pxoducts 
of the :Xation, even py the language of the proposed amend
ment? Why ·do we not get precisely the same result and obvi
ate a bad p1·ecedent if we ay to the \Var Finance Corporation, 
"In the judgment of Congre s you ought to l·esume activities," 
and let •it re:st the1·e? 

l\Ir. HITCHCOCK. I think I can give the· Senator a sugges
tion '':hich possibly will include a rea: on for putting the em
pbasi on agricuU:ural product . Congres has ah·eady done 
something which ha facilitated greatly the exportation o:f other 
than agricultural ,product -manufa-ctured products. The Edge 
Act operate \ery largely to promote the expoTtation of manu
factured products--

Mr. SJ?ENCER. Did I unde1. tand tile Senator -to say ·the 
Edge Act? · 

aid of ibis ort to proiD!}te their exportations. I think~ th;~refo.r,e, 
it is not unwise to e111phMize- the need of aid for the: agricul
·tural pro'ducts. and, that the · additional language. ~uo-ges_ted by 
lfue Senator· from Georgia [Mr. S~nT.H], to include any other 
product, 1 .perfectly reasonable. 

Mr. SPENCER. Is it not txue that if the language of the 
original resolution · specified agricultural products and the 
amendment of the Senator from Georgia adds to it ather pitod

• OCt~, ,industrial or . agricultural, the 1·esult is that 1:he '1!ar 
Finnnce Coyporation i asked to .resume activities for all the 
products of the Nation? And if that is true, is ·it not a nfer 
and simpler way of getting at it ,by expressing to them he 
judgment oi Congress 1:bat they resume their operations;: for .the 
result is the .same:? 

1\Ir. SMITH of Georgia. ' 'l'he new of the· Senator from .Xe
braska [Mr. HITCHcocK] · was the · riew of the Co!llmittee on 
Agriculture and Forestry, that the situation with regard to agri
cultural products justified our emphasizing agrlcultnral prod
ucts, although for myself I wished to add "and others." The 
opinion of the JCoromittee at the time they used 'the expre, loTJ. 
H agl'icul ural products-'~ ~as :that even ·if no ()ther lal)guoge was 
used, undei: ,the .general te1:rns or the .joint Fesolution, if the. ·War 
Finanee Co;rpoTation resumed activitieS: it would .apply to all 
classe of. pr.oduots,. and· they .simply· m~ant to emphasize. o~ri
cultw:al p.roducts. · :lly own ~iew was that it mJght be mis
understood; it might be thought'lliat we ouly wanted to Ye:l w 
ope.nrtious as .to agriaultu.ral· products, and , therefore that we 
oug.ht to ariel the; words " and others." 

Mr. PE:S'CER. I agree wtth the ·Senator a.s to ihe benefit of 
.his amendment, but is ·it not .true that it wns t.he ·main purr1ose 
of the joint r olution, though it did originate with the Com
•lni.ttee .on Agriculture and Forestry, who undoubtedly had agri
cultural p:rodncts mainly in mind, to give· expl'ession .to the 
judgment of Congr ss that the War Finance Corporation, whMe , 
ope1·ati01is had b.een suspended in l\.Iay by judgment of he S.ec- . 
retary of the Trea ury, should now be resumed, and i it not the 
main .purpo: e -of ·the joint resolution to re. urne the act.iviti of 
:tbe M:'al" Finance CorpOl'ation? .As the enator from Neb.I' ka 
IMr. llrTCRCDCK} urrgest 'they should give particular attention 
.to ag,t:ieulture j but are we not opening a door that will be <.liffi.
eult to close when we say to UI'l agency of Government, " Direet 
your a sistunce, your financial ope.rntion.s, along a paL1:icnlar 
·line " ? Are we not on wiser and afe.r ground when we- ay 
"~ act," nnd leave ·it to iheir own judgment, for they m~t .have 
information as .to the state of the country and as .to the •need 
of any particular product. Then if thei:t action is against what 
Go:ogress tbinks .it ought to be there may be occasion .for legis
lation ; but on an expression of opinion detailed di.l·ection seems 
.to me unwise. 

l\Ir~ SMITH .of South Carolina. i\Ir. 'President-~ 
Mr. SPENCER. I yield to the- Senator from South Carolina. 
1\{r. SMITH of· Soutb Carolina. I think if the··Senatm j a.t 

all-familiar With the cireumstances1 e:ven in .normal times. under 
which fa:~:rners produce and sell, he will r alize that they ru;e 
radically different from the organized indus.trdes of our coun
try and that in a time of stress like this everything .moves along 
the line of least resistance, and he, the farmer, offering the 
least .resistance, of .course is first acrificed. 'Ve l'ealized !du •ing 
the war tbat he is of .paramount .impo-rtance to the countr;y. I 
think for the :firtlt time ·in the history .of .America the relation
hip of agricuUm·e to the welfare of the country was 1·ealized. 

This is fol' his particular benefit, ·not to jgnnre others under the 
1aw, .but particulru•Jy to direct the attention of the War Finanee 
Corpo1·atio.n to the distre.s. ed condition in which uo-ricnlture 
now finds 1t If. 

~ ·why, bas it not come to pass, if· the Senator will ultow me. 
that one of the leading men of the 'Vest a1)p~are<l before our 

-. 
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committee and testified that he himself had killed sheep and 
fed them to hogs because it was unprofitable to ship them to 
the market. Corn is being burned for firewood; cottop. is stand
ing stagnant on the wharves and ro4ting in the fields and sheds 
of the South, with the world shivering and naked. 

Surely we should have brains enough, knowing where the 
· cancer is, to apply the remedy. These other men will take care 
of themselves largely when t:l:H.s fundamental element of our 
commerce begins to function properly. Surely it is wise and 
proper right now for us to direct attention specifically and 
directly to that great disorganized mass, the aggregate of whose 
productions excels all other productions. 

1\Ir. SPENCER. Does the Senator think the \Var Finance 
Corporation is in entire ignorance of the agricultural condi
tions which the Senator so eloquently describes? 

Mr. SMITH of South Carolina. As a matter of fact it may 
not be· but if we simply reenact the law without giving them 
the sp~cific thing we want to help, we may not obtain the result 
we ru:e after. Are we to sit here and leave it to them, when 
we are the representatives of the people who are supposed to 
point out the particular evils and emphasize them? Are we to 
close our mouths and leave it to those who administer the law 
when there is nothing in the law which calls specific attention 
to a specific evil? · 

Mr. SPENCER. If the board know and recognize the evil 
and have the power to remedy it, is it unnatural to suppo;:;e 
that they will apply their powers to remedying the evil about 
which they know? 

1\lr. SMITH of South Carolina; As a matter of course they 
might be inclined to do so, but they certainly would go about it 
more liberally and freely if they were directed specifically by 
Congress to take care of this fundamental matter. 

Mr. SPENCER. The Senator has no doubt about their power 
to act now? 

l\1r. SMITH of South Carolina. Oh, I think there is doubt 
of it. 
. l\Ir. HITCHCOCK. If the Senator from Missouri will per
mit me to follow my line a little furthe.r, the record- of the 
operations of the War Finance Corporation shows that they 
gave credit chiefly to manufacturing concerns. I think it desir
able to call their special attention to agricultural interests. 

For instance, of the total of $47,000,000 which they advanced 
for export, $5,000,000 went for the exportation of locomotives, 
$10,000,000 went for the exportation -of electrical equipment, 
$4,000,000-went for the exportation of agricultural implements, 
$5,000,000 went for the exportation of condensed milk, and so on. 
All tho e great exportations were made by great manufactur
ing concerns. I am not criticizing them for making those 
advances, but I think it is the desire of Congress in passing this 
joint resolution that the War Finance Corporation shall give 
its particular attention to agricultural products for exportation. 
Therefore I see no objection to placing the emphasis upon agri
cultural products. 

l\Ir. SPENCER. I quite agree with the Senator from Ne
braska that there has been an undue proportion perhaps of 
manufactm·ed articles, and yet if the Senator from Nebraska 
will think a moment he will see where the joint resolution, as 
it is originally proposed, would lead us. If we pass the joint 
resolution as it is submitted we say to the board, " Through 
your operations you are facilitating manufacture too much at 
the expense of agriculture." We are substituting our judgment 
for theil·s in the proportion of their activities to one line of 
American products over that of another. 

Certainly the Senate would not consider it wise for Congress 
to keep a tabulated account and io.y, "To-day you gave too 
much assistance to locomotives and too little to farm imple
ments, too much to manufactured products and too little to 
cotton or cotton products." There must be a discretion vested 
somewhere, and my point is that just in proportion as we make 
a specific recommendation or direction, as it OI'iginally was, 
along a certain line, we are opening the door to a future that 
will cause us trouble. 

l\Iy second objection to the proposed resolution has to do 
with the second section, and is stronger than the first. I 
wonder if Senators have read it as I read it, that it is pro
posed to say to the Federal Reserve Board, " The Congress of 
the United States wants you to grant liberal extensions of 
credit to the farmers of the country at the lowest possible rate 
of interest." I submit that that direction to the great Federal 
Reserve Board is ridiculous. It is more than any stockholder 
would attempt to give to any bank in which he might have con
trol of the capital stock. The Federal Reserve Board are there 
with their tremendous powers and their great resources, and 
Congre , not by law, but as an expres ion of opinion upon a 
subject which no one of us is presumed to have the same 

amount of experience or knowledge as the board whom we are 
directing, says to them, "In the functioning of your activities 
remember that at the lowest rate of interest you are to pick 
out a single class and give to them the most liberal financial 
accommodation." 

Certainly the farmers are entitled to liberal accommodation. 
Certainly there can be no argument about their need of it. But 
have we not gone as far as Congress ought to go when we say 
to the Federal Reserve Board, " There should be a resumption 
of the activities of the War Finance Corporation that we have 
devised. When they resume we give you our judgment that 
you ought to cooperate fully with them in their activities"? 
Everything that purports to be accomplished by the joint reso
lution, it seems to me, is accomplished by the substitute. If 
it is not, the substitute does not accomplish what I have in 
mind. 

Mr. NORRIS. Mr. President, a parliamentary inquiry. · 
The PRESIDING OFFICER. The Senator will state it. 
Mr. NORRIS. What is the pending motion? 
The PRESIDING OFFICER The amendment offered by thE! 

Seuator from Georgia [l\Ir. HARRIS]. 
l\Ir. NORRIS. I ask that the Secretary may state the pending 

amendment. 
Mr. HARRIS. 1\Ir. President, I ask that my amendment may 

be changed to read 5 instead of 6 per cent. 
The PRESIDING OFFICER. \Vithout objection, the change 

will be made as rNuested, and the amendment as modified will 
be stated. 

The READING Cr.ERK. As modified the amendment is to strike 
out, on line 16, the words " the lowest rate of interest " and in
sert in lieu thereof the words "not exceeding 5 per cent per 
annum." 

1\Ir. WADSWORTH. Mr. President, may I ask the Senator 
from Georgia [Mr. HARRIS] if the amendment, if adopted, is 
directory upon the Federal Reserve Board to say that no rate 
of interest over 5 per, cent shall be charged? 

Mr. HARRIS. It is. 
Mr. NORRIS. Mr. President, I think there will be no doubt, 

I should like to say to the Senator from Georgia, that the 
substitute for section 2, which will be offered when th'e parlia
mentary situation is such that it can be presented, will be 
agreed to. I believe, from what I have heard from Senators, 
that the Senate is almost unanimously in favor of the adoption 
of the proposed substitute. If that is done, then, of cour e, the 
amendment would not be applicable. 

Mr. GRONNA. l\Iay I ask the Senator to which substitute 
he has reference? 

Mr. NORRIS. The substitute for section 2. The Senator 
from Georgia has an amendment pending to· that section. Of 
course, I concede that that would take precedence, even if the 
substitute were offered. I supposed that the senior enato'r 
from Georgia had a motion pending adding the words " and 
other," sa as to read ".agricultural and other products." I 
supposed that was the pending motion. If there is no debate 
on it, I do not care, but I think if it were agreed to it would 
practically destToy the effect of the joint resolution. 

Mr. HARRIS. 1\Ir. President, if my amendment shall be 
voted down, I desire to say that I expect to support the 
amendment of the Senator from Nebraska [Mr. NORRIS]. La t 
year Congress guaranteed the railroads 5! per cent and 
they raiBed freight rates and passenger fares. The farmers 
are in a worse condition now than were the railroads at that 
time. \Ve simply ~sk a redisco:ullt rate on agricultural prod
ucts not exceeding 5 per cent. I think Congress should grant 
the farmers every possible help in their distressed condition. 

Mr. POMERENE. Mr. President, I can not allow the tatc
ment which has just been made by the junior Senator from 
Georgia to go unchallenged. Congress made no guaranty to 
the railroads after September 1. There was a guaranty made 
to them of the average rate of return for the three year ' pre
vious to that time because guaranties had been given to the 
employees. After that there was simply a ru!(~ adopted for 
the direction of the Interstate Commerce Commi ion, namely, 
that they should make rates which it was supposed would r e
turn 5! per cent or, in their discretion, 6 per cent. That is 
all. There was not any guaranty about the law. 

Another suggestion, if I may be permitted to make it: I 
called attention this afternoon to the fact tl1at there were 12 
States in this" Union in which the contractual rate of interest 
was 10 per cent and 10 States in which the contractual rate 
of interest was 12 per cent. If we are aoina to limit the dis
count rate to 5 per cent, we shall be imply helping the banks 
make the difference between 10 orl2 per cent and 5 per cent. I 
no not know how that is going to aid any farmer. 

Mr. GRONNA and ethers. Question! 
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The PRESIDING OFFICER {Mr. S'rEB.LL~G · in the chair). 

The question is on the amendment of the .senator from Georgia 
[Mr. HARRis]. [Putting the question.] 

Tile amendment was rejected. . 
Mr .. NORRIS. I now offer the committee substitute for sec-

tion 2. . 
The PllESIDIKG OFFICER. The amendment will be stated. 
The AssiSTANT SECE.ET.ARY. In lieu of section 2 of the jomt 

re olution as it is printed it is proposed to insert the following: 
SEc. 2. 'l'hat it is the opinion of the Congress that the Federal Re

sen-e noa.rd should take such action as may be necessary to permit the 
member banks of the Federal Reserve System to -grant liberal extensions 
of credit to the farmers of the country upon the security of the agri
cultural products now held by them by permitting the rediscounting of 
such notes of extension at a fair and reasonable rate of interest. 

The PRESIDING OFFICER. The question is on the amend
ment offered by the Senator from Nebraska. 

M1•. NELSON. Mr. President, I have made up my mind with 
some reluctance to support the pending joint resolution. I have 
not any great hope that it will accomplish much good, but its 
psychological or moral effect may possibly be· productive of 
some benefit. I wish, however, to call the attention of Senators 
to the powers of the Finance Corporation. Those powers are 
found in two paragraphs of section 7 and in section 8 of the act, 
and I do not see how, if we properly construe the language of 
those paragraphs, the Finance Corporation can render any aid 
in the present emergency. 

l\lr. SMITH of Georgia rose. 
1\Ir. NELSON. I will yield in a moment. They certainly can 

not do so except ·indirectly thrQugh the banks. 
1\Ir. SMITH of Georgia. Mr. President--
The PRESIDING OFFICER. Does the Senator from ~Iin

nesota yield to the Senator from Georgia? 
1.\lr. NELSON. I do. 
1\lr. SMITH of Georgia. That act was -amended on March 3,-

1919, and the powers of the board are given in section 21. Tiley 
are entirely different from the original war powers. 

1\Ir. NELSON. I now notice that. Their power·s are in
creased to the extent of allowing them to promote commerce 
with foreign nations, bnt the question is, In what manner are 
they to give relief? Will farmers' organizations-and we have 
them-which are engaged in shippin~ farm products be in a 
position to avail themselves of the law? I ask the Senator 
from Georgia thaf question. 

1\Ir. SMITH of Georgia. Yes ; there are organizations of 
exporters engaged in exporting farm products ; there are many 
exporters who export farm products; and the War Finance Cor· 
poration under section 21 would be able to aid those exporters· 
in carrying the cr~dits of central Europe, which are requiied 
for a longer time than the banks can carry such credits. 

1\lr. NELSON. But here is the question: It is not intended 
to cover the borrowing of money for the . export trade, but the 
furnishing of money to enable the farmers _to hold their crops 
over in this country, to stop the sale of them, if you please. 

Mr. SMITH of Georgia. The War Finance Corporation is 
given the power to aid in carrying credits -for exports, and that 
part of the joint resolution is intended ,solely, through longer 
credits, to facilitate the exportation of raw materials and man
ufactured products into countries which otherwise could not 
buy them. 
. 1\Ir. ~"'ELSON. The difficulty in this matter, it seems to me, 

is that we may furnish the money, if we can do so, to carry 
the crops, but that will not enhance the price of the crops or 
give us a better market. To get a better market we must have 
a g1·eater demand from abroad. In this country we raise u 
surplus of agricultural products; our production is much 
greater than our consumption. We have to get rid of that sur
plus, and in order to get riel of that surplus we must sen it to 
advantage in other countries. With the exception of two crops 
produced in the United States, namely, cotton and corn, we 
com~ in competition with all the world. 

In this connection I heard an intimation to-day that we ought 
to open some markets in Europe that are not now open. In 
normal times, prior to the war, the great wheat countries of the 
world were the United States, Russia, - and Rumania. The 
United States and Russia from year· to year had a large export 
surplus, and next to them came Rumania. This year, fortu· 
nately,-Russia and Rumania are closed to us, and I doubt "fery 
much, if they were not closed, whether there would be a surplus 
in Russia or whether there would be much of a surplus in 
Rumania, which is one of the Balkan States. I mention this 
in order to call attention to the fact that, although some con· 
tend that we should open our · doors to the trade of Russia and 
of the Balkan States, that could not possibly help the- farmers 
of this country, be~ause those countries, if they had law and 
order within their bol·del's, would be- ou~· greatest competitors.-

What' is needed above ,everything else is ·to restore law and 
order ._in th~ countries of the Old World and pnt them in a con
dition ·where they can purchase our surplus. products. They 
are hard t1p to-day; they have no money; they have no credit; 
and the great desideratum is to bring about such a condition 
in E'urope that they will be able to consume more of our prod· 
ucts and· mn·have either money or credit ·to pay for them. 
If the. corp&ration ' to which the Senator from ;t\ew .Jersey 

[1\Ir. EDGE] referred to-day could thus raise a billion dollars 
and devote it to the marketing of American products, so that the 
money, although loaned to Germany or other countries in Europe, 
as in the case of our war loans, would .be expended here for 
the purchase of American products, it would be a great help. 

It is some time since the law in regard to expott associations 
wn.s enacted~ I supposed at the time that the bankers would 
o1·ganize such associations:, but the indications are now from 
what took place at Chicagcr that me b.ankers, while they are 
willing to. organize them and to ·father them and be a wet-nurse 
to them, yet expect the farmers to buy the stock and debentures ; 
or, in other- words:, they want the farmers to use the name of ·. 
the bankers ; they are ·willing to father the scheme, but they are 
unwilling to pnt in all the money that is needed. They want 
the farmers to take the stock and debentures of the corpora
tions organized'. That is a feature that I do not like. I should 
be glad to see the great bankers of New York and Chicago and 
other places patriotic enough to raise the •money for these pur~ 
poses themselves, without calling upon the farmer. 

The bankers in New York have lately been making loans to 
-foreign Governments at the very high rate of 8 per cent. Den
mark lately secured a loan of I have <forgotten how many million 
dollars at 8 per cent .. I think Sweden also secured a loan; I 
know that Norway d1d. The bankers have money to loan to 
foreign Governments at exorbitant rates of interests, but they 
are unwilling to put their · hands into their pockets and raise 
the money that is. necessary to help the farmers of this country. 

We passed the. act providing for the creation of export asso.o 
ciations, I think, during the early •part of the last session of 
Congress. I could see through it then. It appeared to me that 
it was a scheme in behalf Df the bankers. While on its face it 
purported to have back of it public-spirited motives of the 
highest character, yet it was a scheme·to prganize corporations, 
to scatter their bonds and debentures amongst the American 
people, and to have the rank and file of the farmers and poor 
business man buy the bonds and· securities, and thus compel 
them indirectly to finance the transactions, instead of the great 
bankers and the moneyed men of Wall Street going into their 
own pockets and furnishing the necessary .capital. 

I am not an enemy of great money concerns. I have not 
reached that condition, Mr. President; but what I do not like 
about them is to have them pose as ready to help the American 
people, ready to go into their pwn pockets and aid in an essen
tial work, and then go out to Chicago and hold a convention 
and see how many farmers and cattle raisers and other men 
they can get to come in · and take the stock of the corporation. 

I haYe only one word more to add, and it is practically what 
I said in the beginning. I gravely doubt, whether much good 
can be done by this proposed legislation ; but I am willing to 
try the experiment. The moral effect of it may be good. 
Psychologically, it may haYe a beneficial influence; but other .. 
wise it will not count for much. I think there is another thing · 
that we need at present. Canada is flooding this country with 
her wheat products. I see by to-day's paper that Canada is rush
ing in her wheat, fearing that we will put an embargo on it. 
I trust we may put an embargo on the shipment of Canadian 
wheat; but, after all, that will be only a temporary relief, 
because whatever Canada does not ship to the United States 
of her agriCultural products she will ship to Europe, and there 
it will come into competition with the surplus which we ship · 
there. So it will be, as I might say, a mere temporary tonic, 
and yet we ought to try it. 

Conditions among the farmers are a great deal worse than 
people in the East imagine. Our farmers had to pay enormous 
wages, from $4 to $6 and $8 a day. They had to pay twice as 
much for thrashing their grain this year as they ever paid be>o 
fore, and now they are. confronted with the prevailing low prices 
that really clo not furnish them one-half of the cost of the pro
duction of the grain. I am not as familiar with the cotton situ
ation as are Senators on the other side, but I know the cotton 
producers are suffering. They are suffering from another cause. 
'Ve suffer because of the competition of the wheat from the 
Argentine, Australia, and other countries. There is not the coni
petition in cotton that there is in wheat. There is not the com
petition in com, even, that there is in wheat; but the cotton 
producers are suffering from the stagnation that exists in the 
manufacturing world. There is a lack of demand in the textile 
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ma.nufacturing world for cotton. I am sorry for the cotton 
growers. I feel for them just as I do for the farmers in my 
country, and I hope that we will do our very best to get relief 
for them. 

Another matter about which I want to ask the indulgence of 
. the Senate briefly is this: We have on the calendar a bill which 
was reported at the close of the last session, authorizing the 
farmers of our country to form themselves into assoaiations for 
buying and seiUng purposes. Some question has been raised in 
many quarters as to whether such combinations would not be in 
conflict with the antitrust law. The object of the bill which is 
on the calendar is to relieve selling associations of farmers and 
stock raisers from any difficulty under the antitrust law. 

There have been no prosecutions, so far as I know, under the 
antitrust law in reference to such associations, but there are 
many who fear that there may be; and in order to remove that 
fear and to make such organizations perfectly safe, the Commit
tee on the Judiciary reported the bill, which is a House bill, 
with an amendment. The amendment consists in taking away 
from the Secretary of the Treasury the power involved in the 
bill and putting it in the Federal Trade Commission. -

I hope that when the pending joint resolution passes we can 
follow it up with the passage of the bill reported from the 
Committee on the Judiciary. We certainly ought to do what 
we can at this juncture to help the farmers of the country. 
They are bearing the brunt of the downward trend of prices. 
It has confronted them in the first instance. The jobbers, the 
wholesalers, and the middlemen are not affected, and they are 
not willing to stand the losses that are entailed on the farmers. 
As the Senator from 'Vyoming [Mr. KENDRICK] said the other 
day, one has to pay almost as much to-day for a ~utton chop 
in a restaurant in this city as the sheepman can get for a whole 
sheep in the city of Chicago. 

Mr. President, when this joint resolution passes I hope the 
Senate will proceed -to the consideration of the other measure 
to which I have referred. It is a small matter, but we have an 
illustration of how valuable these selling associations have 
been in the matter of the sale of fruits on the Pacific coast. 
They have their organizations. They have had them for years. 
They ascertain, through their organizations, at what places and 
what cities in the East there is a market for their products, 
and they immediately ship. the products there. Under the old 
system they would oftentimes ship carloads of perishable fruit 
to a city where it could not be -disposed of at any price, and the 
fruit would be a total loss. 

Our dairy farmers have succeeded to a large extent by a sys
tem of cooperation, and it is a curious fact that the dairy farm
er form the one class of farmers who have been least affected 
by the downward trend of prices to-day, not in respect to their 
cattle and hogs put in respect to the products of the dairy, 
ptlrticularly butter. By organization and cooperation, and by 
means of cold storage, they have been able to hold their butter 
and 11eddle it out and get a fair price for it. 

There is a pir·it of socialism abroad in this country, Mr. 
President-state socialism. There are many who believe that 
the Government should undertake to do everything. 

l\Iy idea is that the best thing is to aid the farmers. Let the 
farmers form their buying and selling associations, recognize 
those as ociations, and let the farmers be put in such shape 
-that their a sociations can function freely and meet with the 
approval of the public. That system had already to ~orne extent 
been in vogue in Russia before the revolution and the time of 
the soviet government. Even the Russian farmers had suc
ceeded to a large extent in forming, before the revolution-

• I do not know what has happened to them since-buying and 
selling organizations; and by that means they succeeded in get
ting b~tter prices for their products, and getting lower prices 
for what they were compelled to purchase. 

So I trust, Mr. President, that in a spirit of desire to help 
the farmer we will pass this joint resolution, and, when it has 
been passed, that the Senate will indulge me by allowing me 
to call up the other measure to which I have referred. 

1\lr. Sl\fiTH of Georgia. 1\fr. President, I desire to ask the 
Senator from North Dakota [Mr. GRONNA], who is chairman 
of the committee, if he does not approve the substitute of the 
Senator from Nebraska-if it is not acceptable to him? 

1\11·. GRONNA. l\fr. President, I have only this to say : The 
Committee on Agriculture and Forestry had a meeting this 
morning, and it was the wish of a large majority of the com
mittee to offer this amendment. Personally I would rather 
haYe seen the joint resolution pass in its original form, and I 
know of at least one other Senator who entertains that opinion. 
Of course, I shall not object to it, however, because a majority 
of tile committee approves it. · · 

Mr. HITCHCOCK. 1\Ir. President, I rise to say that I shall 
give my support to the substitute offered by my colleague [1\Ir. 

NoRRIS]; and I can support it much more willingly than I 
could support the original section 2. 

Section 2, as originally drawn, appears to be a reflection upon 
the Federal Reserve Board. The substitute, I think, is free 
from that objection. It comes within the legitimate jurisdic
tion of the Congress to express its opinion as tQ what should 
be done. 

Moreover, I desire to call attention to the fact that the 
policy of the Federal Reserve Board in administering this great 
law has been a liberal one. I think, from what has been sn.id 
here, that there is not yet a due appreciation of the tremendous 
expansion of bank 'credits that has gone forward under tho 
administration of this board. 

In 1914, when this board went into office, the bank loans 
of the national banks. of the United States were less than 
$7,000,000,000. At the present time the bank loans of the 
national banks are almost $14,000,000,000. At that time-! 
mean, when the Federal reserve act fii:st went into force
bankers were rediscounting only about 1 per cent of their bunt 
loans. That per cent has steadily risen, year by year, until 
at the present time the banks of this country that are members 
of the Federal Reserve System are rediscounting on an average 
something near 17 per cent of their loans. 

Not only has there been an enormous expansion of bank 
loans under the administration of the Federal Reserve Board, 
and an enormous expansion of rediscounts, which at the present 
time have risen until they reach over $3,000,000,000-that js to 
say, the banks of this country are rediscounting, practically 
borrowing, through the Federal Reserve System over $3,000,-
000,000 in order that they may have the resources to accommo
date their customers-riot only is that true on the average, 
but in my opinion the banks of the agricultural regions of the 
West and South have been favorably considered as far as the 
law permits by the discretionary power of the Federal Reserve 
Board. 

For instance, 1\Ir. President, one of the provisions in the 
original Federal reserve act, which I had something to do with 
incorporating in the act, reads as follows: 

P-rovided, , That notes, drafts, and bills drawn or issued for agricul
tural purposes or based on Uve stock and having a maturity not ex
ceeding six months, exclusive of days of grace, may be discounted in 
an amount to be limited to a percentage of the assets of the F edet·al 
reserve bank, to be ascertained and fixed by the Federal Reserve Board. 

l\Ir. President, that amendment to the bill wa.:; forced in 
upon the floor of tile Senate after a fight. That fight was made 
for the purpose of protecting the agricultural interests of the 
country, North, South, and \Vest particularly. Under that pro
vision the Federal Reserve Board might have limited the Fed
eral reserve banks to loaning 25 per cent of their assets upon 
agricultural notes of that sort or they might have made it 50 
per cent. Bnt as a matter of fact they exercised the whole 
powe1· which Congress gave to them and they directed-and 
the order is now in force-that the Federal reserve banks of 
the country can lend 99 per cent of their assets on ~gricultural 
paper of this sort. That is very clear proof that the attitude 
of the Federal He~erve Board toward the agricultural interests 
of the country is a liberal attitude; that it is not restrictive 
to an unfair degree. 

Again, we ren.lized when the act was passeq that when we 
established .. 12 Federal resene banks in the United States, 
instead of 4 or 1, that a number of those banks would be 
largely local concerns, that all the customers in their districts 
would want their money at the same time, and that there mirrht 
be need that they should be assisted by other Fedeml reserve 
banks. So we incorporated on page 21 of the act this para
graph: 

To permit, or on the affirmative vote of at least five membP.rs of 
the reserve board to require, Federal reserve banks to rPdiscount the 
discounted paper of other Federal reserve b:mks at rates of interest 
to be fixed by the Federal Reserve Board. 

Mr. President, under the provisions of this law the Federal 
Reserve Board might have required each one of the 12 reserve 
banks to stand on i-ts .own bottom and to stop discounting the 
paper of the member banks in its district when its limit of 
reserve had been reached, say, 40 per cent. But the Federal 
Reserve Board did not do th-at thing. It has exercised it full 
power, and when the Federal reserve bank at 1\Iinneapoli , at 
Kansas City, at Richmond, and at Atlanta, and the banks in 
other agricultural districts, reached the utmost limit to which 
they could go in rediscounting bills, the Federal He erve n ourd 
here in Washington directed the stronger Federal re erve banks 
in the older districts of the United States, particularly Cleve
land, Philadelphia, and Boston, to rediscount the paper of 
those Federal reserve banks in the agricultural districts of the 
'Vest and South, and it was done. 

I say this much, Mr. President, in justification and in de
fense of the Federal Reserve Board. It has gone as far as the 
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law allows it to go in providing credit to the agricultural in
terests of the country. If there was a defect, it was our mis
take in di'\"iding up the banks into so many districts so as to 
make them to some extent local. I am not criticizing the law 
in tllat respfct now, bm I say that if there was any defect, it 
was in the organization of the system, and not in the ad
ministration of it by the Federal Reserve Board. 

1\Ir. President, I have not a great deal of faith in the joint 
resolution but I am going Ito support it. I belie\e that the· 
psychological effect of it will be good. I have not much faith 
in it, partly because I have observed, under the former operation 
of the War Finance Corporation, that it was used chiefly for 
the promotion an<l financing of manufactured exports, and I 
doubt somewhat whether it can be used effectively for the 
promotion of the exportation of agricultural products. · 

In my op'nion what is above all desired is that Congress . 
should· devise some way to bring to the agricultural interests of 
the United States a larger supply of credit. They can not 
supply themselves with their credit. In the industrial centers 
of tile country, in the manufacturing. centers of the country, 
and the great mercantile centers the operations occur four or 
fixe times a year, goods are turned over repeatedly, the mer
chant-is buying and selling and paying his notes several times 
a year, and the manufacturer is buying his raw materials and 
manufacturing them into products and selling them month by 
month all through the year; ·but in the agricultural districts 
the farmer of the West and the farmer of the South has to work 
a whole year, practically, to produce his crop. He needs a 
larger credit than he gets, and I think Congress should devise 
some way to afford to the agriculturist a broader credit and a 
greater credit than. he has now, in order that he may not be 
compelled the moment he has raised his crop to dump it upon 
the market. I think it would be better for him to carry his 
cro·p a moderate length of time and market it gradually than 
to ha\e it go into the hands of the middleman. The middle
man has to be financed ; the middleman has to have credit, and 
po~s :bly we can just as well arrange to have that credit given 
to tile producer. The consumer gets no benefit under the present 
sitootion because the crops which go into the bands of the 
mi<llllem~n, who is financed, who does have credit, only reach 
tile consumer after the middleman's profits have been taken out 
of them. 

So, if the Committee on Banking and Currency takes favor
able action on the bill which I have introduced, I shall perhap,s 
ask the Senate before this session closes, and I hope this month, 
to pass an act which I believe will be a first step in the direc
tion of extending greater credit to the agricultural interests. 

This year, as a. result of very profitable operations of the 
Federal reserve banking system, the United States will receive 
bet,veen sixty and seventy million dollars of profit. The Secre
tary of the Treasury has only two things which he can do with 
that money: He can either use it to purchase bonds in the 
market, thereby making a little reduction in the national debt, 
or he can deposit it with the gold reserve in the Treasury 
against greenbacks. Neither of those purposes is of great value 
at the present trme. If that money can be turned over to the 
·farm-loan banks in some proper way to be used by them to make 
personal advances, possibly through other banks, to farmers and 
stock raisers upon personal security, or warehouse receipts, or 
chattel mortgages, we will have made a beginning in extending 
credit to the farming interests of the country. I trust that the 
Banking and Currency Committee may take favorable action 
upon· that bill. 

The PRESIDING OFFICER. The question is upon the 
amendment of the Senator from Nebraska [Mr. NoRRIS]. 

Mr. THOMAS. Is that the substitute for section 2? 
The PRESIDING OFFICER. It is. 
1\fr. THOMAS. I vote " no." 
The amendment was agreed to. 
Mr. SMITH of Georgia. l\lr. President, instead of the rather 

detailed amendment to the first section which I bad printed, I 
u k simply to add, after the word " agricultural" in the seventh 
line, page 2, the words "or oth~r," so that it will read " agri
cultural or other products." · 

The PRESIDING OFFICER. The Secretary will report the 
amendment. 

The ASSISTaNT SECRETARY. On page 2, after line 7, after the 
word " agricultural," insert the words "and other," so that the 
clause "·ill read : 

And that said corporation be at once rehabilitated with the view of 
as isting in the financing of the exportation of agricultural and other 
products to foreign markets. 

Tile amendment was agreed to. 
l.Ur. McKELLAR. Mr. President, I send to the desk an 

•amendment, which I ask to have adopted as section 3 of the 
joint resolution. · 

The PRESIDING OFFICER. The Secretary will report the 
amendment. 

The ASSISTANT SECTIET.ARY. Add a new section, -as follows: 
SEc. 3. That factor's paper with cotton or other staple agricultural 

products as collateral shall be eligible for rediscount in Federal reserve 
banks. -

The amendment was rejected. 
Mr. NORRIS. 1\fr. President, a parliamentary inquiry. A 

suggestion has been made which I think everyone will agree to. 
It is to amend the joint resolution by adding one word in the 
first whereas. That amendment should come later? 

The PRESIDING OFFICER. It will be in order later when 
the time comes to consider the preamble. 

Mr. POMERENE. Mr. President, I move to strike out the 
second section. 

Mr. THOMAS. Mr. President, a parliamentary inquiry: 
Would not the proper procedure be to ask for the taking of a 
separate vote on each section? . 

The PRESIDING OFFICER. The Chair will rule the motion 
which bas just been made out of order. The Chair does not 
believe a motion to strike out will lie in Committee of the 
Whole. The joint resolution is still in Committee of the 
Whole. 

Mr. POMERENE. 1\lr. President, let me understand, please. 
The amendment offered by the Senator from Nebraska [Mr. 
NoRRIS] was offered as a substitute for the original section . 
.As between those two the Senate bas declared itself in favor' of 
the substitute, but some of us are opposed even to the substi
tute, although we prefer the substitute to the original. It 
'Seems to me that we are clearly entitled to an expression of the 
Senate upon that subject. · 

The PRESIDING OFFICER. The Chair may be mistaken in 
his ruling. 

Mr. HITCHCOCK. I suggest to the Senator from Ohio that 
he can achieve his purpose when the joint resolution gets into 
the Senate by demanding a separate vote on each section. 

Mr. LODGE. · Mr. President, I rise to a parliamentary · in
quiry. Does the Chair bold that an amendment in the nature 
of a substitute, after it bas been adopted, can not be stricken 
from the bill? It undoubtedly can not be amended further, be
cause the Senate has adopted that precise form of words; but 
I am a little in doubt whether we lose the right to strike out an 
amended section. 

The PRESIDING OFFICER. The Chair will state the ques
t ion now, so that there will be no doubt, and the same result 
will be reached. The question now is upon section 2 as 
amended. 

Mr. THOMAS. Mr. President, on that question I demand the 
yeas and nays. 

Mr. NORRIS. Mr. President, a parliamentary inquiry. Are 
we to dispose of section 2 before we dispose of section 1? 

Mr. SMITH of Georgia. There is pending a substitute fo r 
both sections. 

Mr. NORRIS. We have agreed to a substitute for section 2. 
Mr. SMITH of Georgia. No ; there is pending the substitute 

of the Senator from Missouri [Mr. SPENCER]. I thought be 
offered one. 

Mr. NORRIS. I did not know that the Chair had put that 
question. 

The PRESIDING OFFICER. The Senator from Colorado 
asks for the yeas and nays. 

l\1r. SMITH of South Carolina. This is a direct vote? An 
affirmative vote will retain it; a negative vote will strike it out? 

The PRESIDING OFFICER. Yes; section 2, as amended 
by the substitute of the Senator from Nebraska [Mr. NoRRIS] . 

The yeas and nays were ordered. 
Mr. LODGE. I understand that the question is on adopting 

the second section as amended? 
The PRESIDING OFFICER. That is the pending quP~tion, 

and the yeas and nays have been ordered. 
Mr. LODGE. That proceeding is novel to me. It seems to 

me a motion to strike out is clearly in order. A mot:on to 
strike out, which I think is the proper motion, would, of course, 
develop the same result. 

1\fr. NORRIS. No one has made a point of order against 
that motion. I am opposed to the motion, but to be fair T con
cede that the Senator from Ohio [1\lr. PoMERENE] has a perfect 
right to make it. I hope it will be defeated, but no one has 
made a point of order against the motion. . 

The PRESIDING OFFICER. Allow the Chair to state his 
position. It is simply that a motion to strike out will not lie 
as in Committee of the 'Vbole, the substitute just having been 
adopted. 

Mr. NORRI S. I do not agree with the Chair, but in order 
to expedite the matter, wi ll not the Senator from Ohio reserve 
his motion and make it when we get into the Senate? 
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:Mr. POMERENE. I can do that, but I think I am cntitleu NALD] is paired with the junior Senator from South Dakota 
to a ...-ote on it as in Committee of the Whole. [Mr. JorrNso~]. 

1\lr. ~ORRIS. I think the Senator i but ho would ha...-e to l\!r: HARRISON. I 1 desire to announce that the junior Sen-
appeal from the ruling of the Chair, and that would take time. atnr from South Dakota [lli . .JoHNSON] is detained by illness,., 

1\fr. POl\fERENEJ. It seems to me we can decide the question 1\Ir. FLETCHER (after having TOted in the affirmative). I 
by taking a ...-ote upon it at this time. · have a general pair with the Senator from Delaware [~Ir. 

Mr. SMOOT. l\1r. President, as I under tantl the situation, BALL]. In view of the transfer just made by the Senator from 
the enator from Nebraskn offered a su . titute for section 2 W'·est \irginia [:.\Ir. SocTHERI.A.rD] I am at liberty to vote. I 
and the Senate n>ted the substitute in. Then under the rule will therefore allow my -rote to stand. 
the question is, Will the Senate agree to section 2 as· amended, The r.esult was announced-yeas 47; nays 10. as follows: 
and that is what is before the Senate now. YEAS-47. · 

The PRESIDING OFFICER. Thatis before the Senate now IIarri on McNary 
and on the demand of the Sennto1· from Colorado [l\!r. Heilin Myers 
TH~M.As], the yeas and nays ha-ve been ordered. ~!~h;~!sh. ~~~~~ 

l\!r. FLETCHER. I submit that the question iS: entirely Kellogg Nugent 
right as the Chair has stated it, and if we will \ate we will get Kendi:ick Overman 
the question decided now whether we shall agree to the substi- M~?Yon }:!~exter 
tute or not. La J!1ollettc Ransdell 

The PRESIDING OFFICER. The question is upon agreeing Lenroot Sheppard 
to section 2 of the joint resolution as amended. Tile yea an<l ~~~~;r ~~e~~o~s 
nays ha...-e been ordered and· the Secretary will call the TOll. NAYS-16. 

The reading clerk proceeded to call the roll. Bralldegee Hender on McLean 
l\1r. HENDERSON (when his name was called). I have· a aldel' Kt>yes M:o e 

general pair with the Senator from Illinois [l\Ir. McCo~YICK]. ~;~nghuysen t~~e ~~r::~~ene 
I transfer that pair to the senior Senator from NeTitda [Mr. NOT VOTING-33. 
~A...-··n and \Ote "nay." nan G rry Xe\v 

1\!r. l\fOSES (when his name was calle<l)~ I 11aye a general Beckham Glass Xewbcrry 
Pair with the junior Senator from Loui iana [l\Ir. GAY], who Colt • Hale Owen 

CUlberson Harding Page is absent from the city. I transfer my pair to the junior Sen- Cummins J~hn on, Calif. renro e 
ator from ~Iaine [l\Ir. HALE] and ...-ote ' '11 r.'' • Dillingllam Johnson., . Dak. Ph~Ian 

l\Ir. UNDERWOOD (when his name was called). I have a Elkin Jon s,N. Mex. Pittmrull 
] l•'ernald Knox Reed general pair with the junior Senator from Olrio [~Ir. HAIU>ING • Gay McCormick Robinson 

SmJtb, Ga. 
Smith, S.C. 
Spence1· 
tan ley 

Sterling 
flwanson 
Trammell 
Underwo.od 
Walsh, Mont. 
Warren 
W'Olcott 

Suth rlanlt 
Thomas 
Townsend 
Wadsworth 

Sb rman 
Smith; Ariz. 
Smith, Md. 

alsh, Mass. 
Wat on 
Williams 

I transfer that pair to the senior Senator from Arkansas [1\Ir. So section 2 a amended was agreed to.-
lloB.IX ox] and vote "rea." 1\Ir. SPEN ER. l\Ir. Pre ident, I propo::;e the sub titute 

1\Ir. WOLCOTT (when his name wa called). I have a gen~ which I eud to the desk. 
eral pair with the Senator from Indiana [l\lr. WATSON]. I Tbe PRESIDING OFFICER The prop . e<l suiJ ·ti ~Jt will 
transfer that pair to the Senator from Arizona [l\fr. S:MITH] be stated. 
and -vote " rea." 

J ~"he As~IsTA~T SEcnET.U:Y. Strik~ out :tll after the r ol.vin; 
The roll call ha\ing been concluded, clam;e :md insert-: 
1\Ir. HARRIS01J, The senior Senator from l\li si ippi [l\lr. 

TUTTTT• '"S] l·s Unft""Ol'dably absent. He has a gene-ral pair with SECTIO~ 1. That in the jud"ntE'nt of the Congress th~ War Finance 
n ~..... ' - • ~ Corporation . honld re ume its opera"i m . 
the enior Senator from Pennsylvania [Mr. PE;"ROSE]. If pres- SEc. 2. That the Federal nc er'e Board should full y coopc1a.tc with 
ent and not paired, the senior Senator from l\li issippi woul<l Sllch renewed activities of the War Finance Corporation. 
\Ote "yea." . l\It. GRO~rnA.. Mr. President, I hope that the proposed .·ub-

l\Ir. SWANSON. The senior S-enator from Arizona [l\lr. stitute will no.t be agreed to. TI"e ha-ve had extended hearing"' 
SMITH] is unavoidably detained from the Senate. If he were before the committ of wlllch I have the honor to })c chairman. 
present, he would vote "yea." The governor of the Federal lle ern~ Doard llas stated ~pe-

1\lr. SHEPPARD. Th~ senior Senator from Texas [lUr. CUL- cifically that if we would direct him to revive this corporation 
BERSO• ] is necessarily absent. If he were present, he woulll he would be glad to do so. I can see-· no rea on why at thi~ 
Yote "y<'a." lt to hour the propo. ed sub titute should be adopted. I hope, 

l\1r. RAFSDELL. The junior Senator from Louisiana [Mr. the-refore, that th friends of the measure will '\Ote it down. 
GAY] i necessarily absent. If present, he woul<l mte "3·ea." The PRESIDING OFFICER. The question is op agreein" to 

l\Ir. GLASS (after having oted in llie negative). I am re- the amendment in the nnture o£ a sub titute provosod by tlte 
minded that I ba\e a pair with the senior Senator from Illinois Senator from lUi ouri [l\lr. SPENCER]. 
[:Mr. SHEir:uA.~ ]. In his absence I withdraw my ...-ote. The amendment was rejected. 

l\1r. POMERENE (after having \Oted in the negative). I l\1r. KING. l\lr. President, when the joint rc 'Qlution was 
haYe a pair with the senior Senator from Iowa [1\Ir. CuMMINS], . under con ideration. I think on Saturd-ay, I indicated a pur
de-pendent upon certain conditions. At times I am, under the pose to submit some ob ervations in regard to it. I gave 
pair, permitted to \ote; and at other times not. Afier confer- a uranc to my good friend the Senator from .~. Torth Dakota 
ring with the junior Senator from Io"'m [1\fr. KENYON] I feel [Ar. Gno.xNA] that I would not interpose any objection to tlle 
that perhaps I should transfer my pair to the senior Senator passage of the joint resolution to-day. 'Ve ha\e reaclH~<l an 
from California [1\lr. PHELAN] and allow my ...-ote to stand. hom· now '~'~:'hen I know Senators are very anxious to depart from 

l\lr. TRAMl\fELl.J. I have a pair with the senior Senator the Chamber. What I ba...-e to say would take perhap an hom· 
from Tihode I land [1\Ir. CoLT]. In his ab~en.ce I transfer that or an hour and a half. I c:m discuss orne feature of the joint 
pair to the Senator from New Mexico t ... Ir. Jo.ms] and ,-ote resolution at some other time and also the other matters to which 
" yea." I de ire to direct attention, and for the purpose of keeping my 

l\1r. EDGE (after ha,ing Yoted in the n-egali\e). I llm·e a implied promise to my friend from Norfh Dakot I shall pre
general pair with the junior Senator from Oklah: rna [l\1r. termit. any discussion at this time. Perhaps to-morrow or at 
OwEN]. I transfer th2t pair to the senior Senator from 'f r- an early date I shall ask the indulgence of the Senate, wh n I 
mont [l\lr. PAGE] and allow my vote to stand. shall discuss inferentially the joint res<Mution and other matters 

Mr. CHAMBERLAIN. I ha\e a general pair 'l'lith the junior to which I desire to call attention. · 
Sen-ator from Pe-nnsyl'fania [l\1r. KNox]. In his absence I The joint re olutiOJl was reported to the Senate, as anu•n<led, 
transfer my pair to the Senator from Mis ouri [~1r. llEED] and and the amendments were concurred in. 
yote "rea." The joint resolution was oraered to be engro sed for a thir<l 

1\Ir: SUTHERLAND (after haYing \ote<l in the negative) . I reading, read the third time, and -passed. 
ha...-e a general pair with the senior S ator from Kentucky The PRESIDING OFFICER. The question is u agreeing 
[l\Ir. BECKrra:u]. I transfer that pair to the junior Senator to the preamble. 
from Delaware [l\1r. BALL] ancl allow my vote to stand. l\1r. WARREN. I call the attention of the Senator in char"'e 

~lr. CURTIS. I desire to announce the absence of the junior of the joint resolution to the first whereas of the preamble. It 
Senator from California [1\fr. JoHNSON]. If present, he would enumerates the inability of farmers to di pose of their corn, 
Yote ":rea." 'IYheat, cotton, and live stock. I ask him to let the word" wool" 

I also desiTe to announce. that the S€nator from Vermont follow the word "cotton." 
[:Mr. Drr.LINGIIAM] is paired with the Senator from Maryland l\lr. GRONNA. As far as I am personally concerned, I .accept 
Ll\Ir. SMITH]; the junior Senator from 'Yest Virginia [Mr. that amendment. 
ELKIN'S] i p::tiroo with the junior Senator from RhOOe Island The amendment was aareed to. 
[l\1r. GEBBY] ; and the senior Senato1· from Maine [1\lr. FEB· The preamble as amended was agree<l to. 
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The title was amended so as to read: "A joint resolution di

recting the \Var Finance Corporation to take certain action_ for 
the relief of the present depression in the agricultural sectwns 
of the country, and for other purposes." 

1\Ir. \V .ADS WORTH. In view of the amendment of the Sena
tor from Georgia, it seems to me that the title should be 
amended by striking out the words " in the agricultural sections 
of the country." 

nfr. GRONN.A... l\Iay I ask the Senator from New York why 
he wants the words to which he has referred stricken out? 

1\fr. W .A..DSWORTH. I understood that an amendment had 
just been adopted which would make this measure applicable to 
all kinds of undertakings in addition to agriculture. 

1\fr. GROJ\TN.A... That is correct, but that was not included in 
the preamble, I will say to the Senator. 

1\fr. WADS WORTH. The preamble has nothing to do with 
the title. ·I merely make the suggestion in the interest of con
sistency. 

1\Ir. LODGE. The title is al( right now. 
1\fr. WADSWORTH. Very well. 
l\lr. LODGE obtained the floor. 
1\fr. GRONNA. 1\fr. President--
1\fr. LODGE. I yield to the Senator from North Dakota. 
Mr. GRONNA. 1\fr. President, I bave not taken a single 

minute of the time of the Senate in the debate on the joint 
resolution which has just been passed, for the reason that I 
was anxious to have it disposed of. I have a telegram here 
with reference to the measure which I wish to ask to have in
serted in the RECORD. It is a telegram from J. G. Crites, a 
gentleman whom I know very well, a very prominent citizen 
of my State, and I ask to ha-ve it printed in the REcoRD in full. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 

The telegram referred to is as follows: 
HELE~A,' MO~T., December 10, 19~0. 

Senator AsLE J. Gno~xA, 
Washington, D. a.: 

Due to decline in prices of farm products, our farmers are on the 
verge of bankruptcy and will be unable to plant another crop unless 
provided with immediate financial assistance, which our banks are un
able to extend. As a farmers' organization with over 2,000 stock
holders, we respectfully implore you to use' all honorable means to 
revive the War Finance Board, making its provisions sufficiently elastic 
to permit of its financing needy farmers and their organizations. 

MONTANA GRAI~ GROWERS. 
J. G. CRITES, G-eneral Manager. 

l\fr. GRONNA. I ask that certain pages from the bearings, 
pages 60, 61, and 62, and part of page 63, be printed in the 
RECORD, being a portion of the statement of Gov. Harding. 

The PRESIDING OFFICER. Without objection, it is so 
ordered . . 

~'be matter referred to is as follows : 
1\fr. HAnDING. Yes. We had a conference here on the 8th of May last, 

when the situation seemeu to be getting out of hand. We had raised 
the rates as high as we wanted to go. '.rhere was indisposition on the 
part of the agricultural interests to sell their products, either because 
they thought they were going higher or because of the railroad situa
tion. There was no selling movement to amount to anything, and there 
seemed to be a revival of the borrowing spirit, and we did not want 
this to resume the pace it had gone before, because we had to prepare 
for crop moving in the fall. A conference was held between the board 
and the Federal Advisory Council, which is a statutory body authorized 
to advise the board on general conditions, and class A directors of the 
Federal reserve banks. A carefully prepared statement was read to 
that conference, which was afterwards made public. 

That statement if read from one end to the other contains nothing 
that anyone can take exception to. It merely called attention to cer
tain facts which existed and to certain dangerous tendencies. It 
called attention to the necessity for providing funds to move the crop 
in the fall, and it pointed out that if the extension of credit should 
proceed at the rate it had gone for a few months preceding, the Federal 
Reserve System would be unable to function effectively, and a great 
many banks might be obliged to restrict necessary credits. Banks gen
erally were cautioned to pursue. a more careful policy in extending 
credits and were asked to look over their loans to see what purpose they 
were for ; whethE'r they w<·re for speculative purposes, for the holding 
of commodities which could and ought to be sold. The statement was 
vPry moderate in tone. -It pointed. out that in some cases it might be 
necessary for a bank to pay some attention to the essentiality of the 
purpose for which a loan was asked, and that in cases where it found 
it necessary to discriminate it should do so, being careful always to 
take care of the essential enterprises of the commnnity and not to do 
anything that would result in any general hardship, but that if it had 
an opportunity of collecting a long-standing loan that it had really 
no business to carry, it ought to do so. Banks were told that in grant
ing new accommodations they should favor those that were essential, 
instead of cutting them down and loaning on nonessential propositions. 
As to essential or nonessential loans, we distinctly stated that the 
Federal Reserve Board was not in position to give any advice to 
the banks, but that the individual banker was in better position 
than anyone else to determine the essential or nonessential character 
of tbe loans offered to him. 

Representative BYRNE-s of South Carolina. Were those bulletins all 
printed? 

Mr. HAnDI~G. A statement was given to the press. 
Uepresentative BYRNES of South Carolina. Now, as a result of that, 

the intent of the board certainly seemed to be misunderstood, and that 
the officials were told--

1\Ir. IlARDING (interposing). I do not thiilk the intent of the board was 
misur:derstood so much as it was deliberately misrepresented. 

Representative BrnNES of South Carolina. Well, the effect of de
liberately misrepresenting it was to cause the banks to curtail credits. 
Isn't that the condition to which you have referred in the district in 
which Senator NORRIS lives-that they received their information from 
the officials, who are deliberately misrepresenting the board? 

1\Ir. HARDIXG. I do not think that is true, because the volume is 
greater now than it was last May. . 

Senator NORRIS. What do they have to pay? You raised the rate, did 
you not? Would not that u.lone prevent these bankers from making loans? 

!'lfr. HARDING. I don't think so. -
Senator NORRIS. Does not the rate have anything to do -with it? 
Mr. H.ARDIXG. 1\lay I ask what the legal rate of interest is in 

1 ebraska? 
Senator NORRIS. Seven per cent. 
Mr. HARDING. And in Kansas? 
Representative TINCHER. Six per cent. 
Mr. HARDIXG. And in Wyoming? Nobody here seems to know. Are 

any special contracts authorized out there? 
Senator NORRIS. Yes; up to 10 per cent. 
Mr. IIAnDING. The Kansas City di trict rate is 6 per cent. Any bank 

can borrow an amount equal to one and one-half times the sum of its 
paid-in contribution to the capital of the Federal reserve bank, plus its 
reserve balance at a 6 per cent rate. 

s·enator NonRis. That is a high rate, is it nbt; a rediscount rate? 
Mr. 1-IARDIXG. The rediscount rates are relative. It is not a high rate. 

The Bank of England rate is 7 per cent. 
Senator NouRis. What was the normal rate, before ·you increased it? 
1\Ir. HARDING. In 1915 we had . a 3 per cent rate and did not do any 

business at that rate, because nobody wanted to borrow money. 
Senator NORRIS. And then you raised it? 
Mr. 1-IARDIXG. We raised it from time to time; yes, sir. 
Senator NORRIS. Do you mean to say the banks would not pay 3 per 

cent but were glad to pay more? 
1\Ir. HARDI~G. I do not know bow glad they are, out in 1915 they 1 

had no occasion to borrow money ; they did not want to borrow money 
at any price. 

Senator NORRIS. It was not a question of rates then; they did not 
need the money ? 

Mr. HARDING. I do not think the rate cuts much figure in restrain
ing a bank which is obliged to borrow, but prevents others from over
lending merely for the sake of profit. 

Senator ·oRnrs. Is not the power given to the Federal Reserve Board 
particularly with a view of having them curtail their credits? Is not 
that the r eal object of it? · 

Mr. HARDIXG. The act says, in section 14, that the Federal reserve 
banks may establish, from time to time, rediscount rates, subject to 
the review and determination of the Federal Reserve Board, which rates 
shall be fixed with a view to accommodating commerce and business. 
In section 13 there is a provision defining what kind of paper may 
be eligible for rediscount by Federal reserve banks. Broadly speaking, 
a provision is made for the eligibility of bills and notes which are· 
issued or drawn, or the proceeds of which have been used or are to be 
used for agricultural, commercial, or industrial. purposes. It goes on 
to say, however, that nothing in this act contained shall be construed 
as preventing the discount of such paper, defined as eligible above, and 
that notes issued or drawn for the purpose of carrying merely invest
ments, or issued or drawn for the purpose of buying or trading in 
stocks, bonds, or other investment securities, except bonds and notes 
of the Government of the United States shall not be eligible for re
discount by a Federal reserve bank. That is something that complicates 
the whole situation. At the time that act was passed the United 
States had a debt of something less than a billion dollars, and most of 
that was pledged as security for national bank notes. Now, since the 
war, the United States bas a total indebtedness of approximately 
$25,000,000,000, and every bond, note, and certificate issued by the 
Government in borrowing that vast amount is acceptable as security 
for notes running as long as 90 days, or as security for member banks' 
notes running not longer than 15 days, and notes so secured are 
eligible for redisconnt at a Federal reserve bank. 

Now, you can see what wonld happen if we were to attempt to put 
in any artificial rate. Federal reserve bank discount rates must be 
based upon the current rates for credit. The experience of the Bank 
of England has been that it must always fix the official bank rates 
slightly higher than the current rate. That is the case over there 
to-day. The official rate of the Bank of England is 7 per cent, and the 
current rate is about 5~ per cent. 

· The Federal Reserve Board adopted a policy in order to assist in 
the war financing which was economically nnsound. I say this frankly. 
Congress authol'ized certain loans. It authorized the Secretary of the 
Treasury to determine the rates at which the loans should be issued. 
The Secretary of the Treasury asked the advice of experts and then 
fixed the rates of interest to be borne by the several issues of bonds, 
notes, and certificates. During the time we were actually at war, some
thing like $18,000,000,000 of bonds were sold to the people, an amount 
certainly in excess of the normal investment power of the American 
people in such a short time, and the only way in which those loans 
could be financed was through the instrumentality of the banks. The 
only way the banks could undertake to do it was to get some assistance 
from the Federal reserve banks and ·at a low rate. The low rate of 
interest borne by these bonds was fixed with a view of holding down 
the expenses of the Government as far as possible. Anyway, that is 
something the Federal Reserve Board has no responsibility for. In 
order to .make possible the floating of these bonds we fixed a rate less 
than their coupon rate. Some member banks announced that for a 
period of six months there would .be a rate of 41 per cent on notes 
secured by Government obligations. The result was there was no loss 
to subscribing banks pending the distribution of the bonds to the 
public. There were successive bond issues. The principal reason why 
discount rates were not increased earlier than they were in 1919 was 
on account of Treasury financing. 

Representative LAzARO. Wonld it not be easier tor the farmer to 
borrow on his agricultural products from his member bank, if he had 
his products stored in a United States bonded warehouse where his 
products would be weighed and licensed by grades? 

Mr. HARDING. I think it would; yes, sir. 
SUSPENSION OF ASSESSME T WORK ON MINING CLAIMS. 

Mr. POINDEXTER. 1\Ir. President--
1\Ir. LODGE. l\Ir. President, I did not yield the floor for 

debate. · 
The PRESIDING OFFICER. The Senator from 1\lassac:bu

Eetts bas the floor. 
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~Ir. LODGE'. 1 yield to the Senator from Washington to 
make· a reque t. 

1\Ir. POTh'DEXTER. I make the request becanse u ·is·neees
sary, if any action at all is taken upon the matter-which I am 
about to bring to the att~ntion of the Senate, 'to have it done 
at once. From the Committee on Mines antl 'Mining, to which 
"\~ms referred the bill (·S. 4563) to extend the requirements of 
annual as. e sment work on mining claims eluting the ·year 
1920, I report it back with an amendment anr1 ask -unanimous 
consent for its immediate consideration. 

The PRESIDING OFFICER. ' Is there objection? 
l\Ir. LODGE. If it leads to no debate, ..I shall not object. 
Ir. SMOOT. l desire to ask the Senator from Washington 

a question before I give consent. 
l\1r. KENYON. Mr. President, a parliamenta-ry inquiry. Is 

the matter presented by the Senator .from Washington in the 
nature of a bill? 

l\fr. OThl'})EXTER. It is. 
Mr. KENYON. I suggest that if that measure is taken up 

for consideration, and then the Senate adjourns before it is 
concluded, the unfinished bu&iness will be supplanted. Under 
those circumstances, I feel obliged to~ object. 

l\fr. POINDEXTER. I im!lriine there ·will be no difficnlty 
about having the unfinished business laid aside temporArily 
for this ..Particular pm·pose until the bill can be disposed of. 

l\fr. KENYON. The unfinished business·was· temporarily laid 
aside for the joint resolution which has just passed the' Senate, 
and I understand that the unfinished business is now before 
the Senate again. If the Senator secures ·the consideration of 
the measure in which he is interested while the ..nnfini. hed 
.bu iness is ~ending, and the ·Senate· should adjourn before the 
cons1deratton of the ·.measuTe · is ·concluded, the un1inished 
business would be supplanted. 

1Ur. POINDEXTER. I will .a: k to ha\e the bill withdrawn 
if it -can not be disposed of at once '"Without debate. 

~Mr. KENYON. With the understanding that it will not sup
plant· the unflni hed· business, I shall·not object. 

. :MT. ·SMOOT. l\Ir. · resident, 1 wish to ask the ·Senator a 
question before I consent to· the consideration of the' bill ··at this 
time. I haT"e not had a chAnce· to read the · report of the com
mittee. ·Does it exclude--plaeer locations? 

Mr. POTh""DEXTEn. No;· it does .not, with the excer>tion of 
locations of oil shale. .That isLthe only exception. 

:Mr. OOT. Those are p!a'Cer. locations. 
l\fr. POINDEXTER. ""They ar.e not ·an ·plaeer ' location.s. 
1\fr. LODGE. Mr. Presfdent, ... said .that I yielded if there 

•Was no debate. here is evitlently .going to ,,be debate, ann I 
hall be obliged, therefere, to .IIIAke the motion to atljourn. 

l\fr. ASHURST. lUr. President, if the Senator from J\.1assa
·clulsetts will ·withhold the motion ·fur . a moment, the measure 
reported •by the Senator from Washington [l\fr. ·PoiNDEXT~] 
is very important, . and, -as he llas -said, it .has '.got to he passed 
at once, within a day or two, if any relief is to · be afforded. 
! ' think, With a slight·amendment, we ·ca:n dispose of it, without 
any debate, · in two minutes. 

'·lUr. LODGE. ·very wen; tf th re is no debate will .with
hold the motion. 

..The PRESIDING OFFICER. Is there objection to"the-pres
ent consideration of the bill? 

Th-ere being no objection, the Senate, as in Committee of the· 
'Vhole, proceeded to · consider the bill (·S. 4565) to extend the 
requirements of annua assessment work on miru.'ng claims·"dm'
ing the·year 1920, which 'had been·Te-portea from,·the Committee 
on Mines and..Mining with an ·amendment to. strike out all after 
the en.a.cting clause -and to insert: 

That the period within which work ma-y be ."J)erformed or · ~prove
me.nts .made for th•e year 11>20 upon mining claims, as required under 
section '23.24 of the Revisetl Statutes of the ·united States, is herebY 
extended to ·and includi.Irg the -.1st day of .luly, 1921; so that -work 
done ' Or improvements made upon any -minillg Claim in the United 

tates or.•.Alaska on or befo:ce "July 1, 1'921, shall have • the same efl'ect 
as if the same had been pei'formed within the calendar -year of -1920: 
Pro"J;.idecl, JI'hat this act shall not.. a-pply to or affect cla:ims to oil shale: 
A.na · pro1;ided tu.rt11er, That this act ·shall -.not in any way change ·or 
modlfy the requirements of e:rlsting law ' as to work to be done or 
impro-vements made upon mining claims for the-year 1921. 

l\Ir. SMOOT. I move to strike out the e..""Cception a:s · to oil 
shale. 

l\Ir. POINDEXTER. Dn behalf of the committee, as far as ' I 
can do o, I accept the amendment p1·oposed. 

The PRESIDING OFFICER. -The amendment offered by the 
Senator from Utah will be stated. 

The READING CLERK. It is proposed to strike. out the first 
proviso, ·as follows: 

Pt·o.,;ided, That this act shall not apply to or affect claims to oil 
shale. 

The amendment to the amendment was agreed to. 

-The "PRESIDING 'OFFICER. The question is on agreeing to 
the ·amendment reported by the committee as it has been 
amended. 

l\fr. HITCHCOCK. ~ shoultl like to have the amendment 
·as amended read. 

The PRESIDTh"G OFFICER. .The .amen.dment as · amemletl 
will be stated. · 

The READING CLERK. As amended the amendment . reported 
by the committee is to · strike ont a.ll after the enacting clause 
and insert the following : 

That the period within whieh -work may be performed or improve: 
ments -made for · the year 1920··upon mining claims, as requked under 
section 2324 of the Revised Statutes of the United States, . is hereby 
extended to and including the 1st day of Joly, .1921, so that work 
done or improvements made upon any- mining claim in the United 
States or Alaska on or before July 1, 1.921, ehall .have the same e.ffect 
as if the same had been performed within the calendar year of 1920; 
P1·ovided, That this act shall not in any way change or modify the re
quirements of existing l.aw as to work to be done or improvements 
made upon mining claims for the year 1921. 

The amendment as amended was agreed to. 
. The bill was reported to the Senate as amended, ·and the 

amendment was concurred in. 
The bill was ordered to be . engrossed for a · thitd Tea:ding, 

read the thir'd time, and passed. 
The title was ·amended so as-to read: "A bill extending the 

tiJ;Ue fo~ the doing of annual assessment work on mining claims 
for-tile year 1020 to and including J'uly .1, 192!.-', 

' l\fr.'LDUGE. Lmove that the Senate adjourn. 
The motion was agreed to; and (-at 6 o'clock and 25 ·minutes 

p. m.) the Senate adjourned until to-m&rrow, 'Tuesday, De
cember 14, 1920, at 12 o'clock meridian. 

HOUSE OF REPRESENTATIVES. 
~IoNDAY, December 13, 19~0. 

1The House .met at 12 o!cloak noon . 
The Chaplain, Rev. Henry ·N. Coutlen, D. D., offered the 

following prayer : 
Our Fathe1· who .art _in .hea-ven, in hom · all our longings, 

hopes, and aspiratioas .are centered, hallowed be Tby name. 
Without 'Thee we are nothing, with Thee we may accomplish 
wonders. 

Forsake us not · in tliis critical moment of our 'Nation's his
tory and heJp 'US ·to rise nobly to the occasion, that we may 
reflect Thy glory in whatsoever we do antl thus' become instru
ments in Thy hands for the prom<>tion of all good . . In the 
spirit of the Lord Jesus Christ our Savior. Amen. 

.The J'ournal of the proceedings of Saturday, December 11, 
1~, ;vas read ·and -appr<>ved. 

EXTENSION 'OF' EllABKS. 

nr. -TAYLOR of 'Tennessee. \ Mr. -8pea.ker, I ask unanimous 
consent t<> revise and . exten:d my remarks upon the lmmigr:a

·tfoo bill. 
The PE~-tKER. -The gentleman from Tennessee asks · unani

mous consent to exteruLhis remarks in the'REcoRD·on the immi
gration bill. Is· th€re •'O~ection? 

.Tbere was no o jection. 

.]fr. KIESS. .Mr. Speaker,·~ ask unanimous consent to extend 
my Temru:ks in the. R:Econn· npon the immigration bilL 

The PEARER. ~ Is there objeet;imf? 
.There \\as· no objection. 
Mr. WEVD.Y. Mr. Speaker, I make· the. rume request. 

he ·SPEARER. Is· there <>bjection? 
-There was no objection.. · 

r. CHINDBLOM. Ir. ' .Speaker, I ask unanimous -.consent 
to extencLmyTema-rks' m· the' REcoRD upon the imm4gration bill. 

·.The 'SPE.AKER. Is there objection? 
There was no· objection. . 
l\fr. WL.~GO. 'Mr. ·Speaker, 1 have not -objected to these 

re,q,uests, upon the general assumption that the gentlemen who 
made them will extend their own remarks in 1 the RECORD and 
not insert· tlle:-remarks of other people. 

· fr. CHINDBLOM. Mr. Speaker, 111y request was to extend 
J:J)y awn remarks in- the REccRD, an"dl the extension -will be con
fined to them. 

Mr. WINGO. I felt sure that the gentleman woul<l, but 
thought at the same time I would can· attention to it. 

LEAVES OF ABSENCE. 

l\Ir. CAREW. Mr. ' Speaker, I a k unanimous consent that 
:U,y colleague, Mr. Doo~o. be excused indefinitely because of 
the sudden ·death of his sou in California. If l\Ir. DooLING 

.weTe' present, • he · woufd probably vote again t the immigration 
bill. 
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